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p ARX 4i —certification and Operation 
Rui.es for Scheduled Air Carrier 
Operations Outside the Continental 
Limits of the United States 

ELIMINATION OF REQUIREMENT FOR CERTIFI¬ 
CATION IN TRANSPORT CATEGORY AFTER 
DECEMBER 31, 1953, AND ESTABLISHMENT 
OF NONTRANSPORT CATEGORY OPERATING 
LIMITATIONS 

Adopted by the Civil Aeronautics Board 
at its office in Washington, D. C. f on the 
23d day of December 1953. 

This amendment to Part 41 of the Civil 
Air Regulations eliminates the require¬ 
ment for certification in the transport 
category after December 31, 1953, and 
establishes nontranspo^t category oper¬ 
ating limitations to become effective on 
July 1. 1954. 

Section 41.26 (c) of Part 41 currently 
states that after December 31, 1953, all 
aircraft operating under this part shall 
comply with the transport category cer¬ 
tification requirements of either Part 
4a or 4b and with the operating limita¬ 
tions prescribed in this part for trans¬ 
port category airplanes. This require¬ 
ment was intended to remove from the 
scheduled air transportation such air¬ 
craft types as the Douglas DC-3 and 
Lockheed L-18 after this date unless 
recertificated in the transport category. 
This provision was also contained in Part 
40 of the Civil Air Regulations. In view 
of the safety record of the DC-3 and L-18 
and their continued use in scheduled 
passenger operation, the Board, in re¬ 
vised Part 40, permitted the continued 
operation of these airplanes but required 
that they comply with certain perform¬ 
ance operating limitations based on the 
nontransport category performance lim¬ 
itations that presently appear in Part 42. 

In view of the action taken with re¬ 
spect to these airplanes in revised Part 
40, this regulation permits operation of 
nontransport category airplanes under 
Part 41 after December 31, 1953, but at 
the same time prescribes the same per¬ 
formance operating limitations that are 
prescribed in revised Part 40. Since it 
is estimated that the affected air car¬ 


riers will require about six months to 
implement these operating limitations 
for these aircraft, the operating limita¬ 
tions will not become effective until 
July 1, 1954. This will permit con¬ 
tinued operation of these aircraft under 
present conditions until that date. 

Interested persons have been afforded 
an opportunity to participate in the 
making of this regulation, and due con¬ 
sideration has been given to all relevant 
matter presented. Since this regulation 
imposes no immediate additional burden 
on any person, it may be made effective 
without prior notice. 

In consideration of the foregoing, the 
Civil Aeronautics Board hereby amends 
Part 41 of the Civil Air Regulations (14 
CPR, Part 41, as amended) effective 
immediately: 

1. By amending § 41.26 (b) (1) to read 
as follows: 

(1) Retain their present airworthiness 
certification status and meet the re¬ 
quirements of § 41.36 except that until 
July 1. 1954, these aircraft may be op¬ 
erated in accordance with such operat¬ 
ing limitations as the Administrator 
finds will provide a safe relation between 
the performance of the aircraft and the 
dimensions of airports and terrain; or 

2. By deleting §41.26 (c>. 

3. By adding new §§ 41.36, 41.36a, 
41.36b, 41.36c, and 41.36d to read as 
follows: 

§ 41.36 Nontransport category air¬ 
plane operating limitations. In operat¬ 
ing any nontransport category airplane 
in passenger service on or after July 1, 
1954, the provisions of §§ 41.36a through 
41.36d shall be complied with, unless de¬ 
viations therefrom are specifically au¬ 
thorized by the Administrator on the 
ground that the special circumstances of 
a particular case make a literal observ¬ 
ance of the requirements unnecessary for 
safety. Prior to that date such airplanes 
shall be operated either in accordance 
with §§ 41.36a through 41.36d or in ac¬ 
cordance with such operating limitations 
as the Administrator determines will 
provide a safe relation between the per¬ 
formance of the airplanes and the air¬ 
ports to be used and the areas to be tra- 
(Continued on p. 8745) 
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versed. Performance data published or 
approved by the Administrator for each 
such nontransport category airplane 
shall be used in determining compliance 
with the provisions of §§ 41.36a through 
41.36d. 

§ 41.36a Take-off limitations. No 
take-off shall be made at a weight in 
excess of that which will permit the air¬ 
plane to be brought to a safe stop within 
the effective length of the runway from 
any point during the take-off up to the 
time of attaining 105 percent of mini¬ 
mum control speed or 115 percent of the 
power-off stalling speed in the take-off 
configuration, whichever is the greater. 
Xn applying the requirements of this 
section: 

(a) It may be assumed that take-off 
power is used on all engines during the 

acceleration; 

<b) Account may be taken of not more 
than 50 percent of the reported wind 
component along the take-off path if op¬ 
posite to the direction of take-off, and 
account shall be taken of not less than 
150 percent of the reported wind compo¬ 
nent if in the direction of the take-off; 

<c) Account shall be taken of the 
average runway gradient when the aver¬ 
age gradient is greater than l / 2 per- 
?£ ut ' The average runway gradient is 
the difference between the elevations of 


the end points of the runway divided by 
the total length; 

(d) It shall be assumed that the air¬ 
plane is operating in the standard 
atmosphere. 

§ 41.36b En route limitations; one en¬ 
gine inoperative, (a) No take-off shall 
be made at a weight in excess of that 
which will permit the airplane to climb 
at a rate of at least 50 feet per minute 
with the critical engine inoperative at an 
altitude of at least 1,000 feet above the 
elevation of the highest obstacle within 
5 miles on either side of the intended 
track or at an altitude of 5,000 feet, 
whichever is the higher: Provided , That 
in the alternative an air carrier may 
utilize a procedure whereby the airplane 
is operated at an altitude such that, in 
event of an engine failure, the airplane 
can clear the obstacles within 5 miles on 
either side of the intended track by 1.000 
feet, if the air carrier can demonstrate 
to the satisfaction of the Administrator 
that such a procedure can be used with¬ 
out impairing the safety of operation. If 
such a procedure is utilized, the rate of 
descent for the appropriate weight and 
altitude shall be assumed to be 50 feet 
per minute greater than indicated by the 
performance information published or 
approved by the Administrator. Before 
approving such a procedure, the Admin¬ 
istrator shall take into account, for the 
particular route, route segment, or areas 
concerned, the reliability of wind and 
weather forecasting, the location and 
types of aids to navigation, the prevail¬ 
ing weather conditions, particularly the 
frequency and amount of turbulence nor¬ 
mally encountered, terrain features, air 
traffic control problems, and all other 
operational factors which affect the 
safety of an operation utilizing such a 
procedure. 

(b) In applying the requirements of 
paragraph (a) of this section, it shall be 
assumed that: 

(1) The critical engine is inoperative; 

(2) The propeller of the inoperative 
engine is in the minimum drag position; 

(3) The wing flaps and landing gear 
are in the most favorable positions; 

(4> The operative engine or engines 
are operating at the maximum continu¬ 
ous power available; 

(5) The airplane is operating in the 
standard atmosphere; 

(6) The weight of the airplane is 
progressively reduced by the weight of 
the anticipated consumption of fuel and 
oil. 

§ 41.36c Landing distance limitations; 
airport of intended destination. No take¬ 
off shall be made at a weight in excess 
of that which, allowing for the antici¬ 
pated weight reduction due to consump¬ 
tion of fuel and oil. will permit the 
airplane to be brought to a stop within 
60 percent of the effective length of the 
most suitable runway at the airport of 
intended destination. 

(a) This weight shall in no instance 
be greater than that permissible if the 
landing were to be made: 

(1) On the runway with the greatest 
effective length in still air, and 

(2) On the runway required by the 
probable wind, taking into account not 


more than 50 percent of the probable 
headwind component and not less than 
150 percent of the probable tailwind 
component. 

(b) In applying the requirements of 
this section it shall be assumed that: 

(1) The airplane passes directly over 
the intersection of the obstruction clear¬ 
ance plane and the runway at a height 
of 50 feet in a steady gliding approach at 
a true indicated air speed of at least 
1.3 V $0 ; 

(2) The landing is made in such a 
manner that it does not require any 
exceptional degree of skill on the part of 
the pilot; 

(3) The airplane is operating in the 
standard atmosphere. 

§ 41.36d Landing distance limita¬ 
tions; alternate airports. No airport 
shall be designated as an alternate air¬ 
port in a dispatch release unless the air¬ 
plane at the weight anticipated at the 
time of arrival at such airport can com¬ 
ply with the requirements of § 41.36c: 
Provided , That the airplane can be 
brought to rest within 70 percent of the 
effective length of the runway. 

(Sec. 205, 52 Stat. 984 ; 49 U. S. C. 425. Inter¬ 
pret or apply secs. 601-604, 52 Stat. 1007- 
1010; 49 U. S. C. 551-554) 

By the Civil Aeronautics Board. 

[seal 1 M. C. Mulligan, 

Secretary. 

(F. R. Doc. 53-10783; Filed, Dec. 28. 1953; 

8:50 a. m.J 


[Reg. SR-356A) 

Part 41— Certification and Operation 
Rules for Scheduled Air Carrier 
Operations Outside the Continental 
Limits of the United States 

SPECIAL CIVIL AIR REGULATION; LANDING 
WEIGHTS FOR NONTRANSPORT CATEGORY 
AIRPLANES IN SCHEDULED OVERSEAS AND 
FOREIGN PASSENGER OPERATION 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D. C., 
on the 23d day of December 1953. 

This Special Civil Air Regulation ex¬ 
tends the provisions of Special Civil Air 
Regulation SFt-356 until July 1, 1954. 

Certain airplanes certificated as a basic 
type prior to June 30. 1942, and cur¬ 
rently used in scheduled air carrier pas¬ 
senger operations have at various times 
since original certification been allowed 
increases in their maximum certificated 
take-off and landing weights. The in¬ 
creases have been allowed under the pro¬ 
visions of later adopted airworthiness re¬ 
quirements based upon different and 
more realistic safety criteria where the 
airplanes have been shown to comply 
with such requirements for particular 
operations. 

However, these developments have 
not followed a consistent pattern, and 
prior to the adoption of SR-356 in 1950, 
airplanes of the same basic type were 
operated at differing maximum landing 
weights. For example, the usual maxi¬ 
mum landing weight for a Douglas DC-3 
(not certificated in the transport cate- 
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gory) operated in scheduled passenger 
service is 24.400 pounds when operated 
in accordance with limitations estab¬ 
lished in the air carrier’s operations 
specifications, whereas the maximum 
landing weight for a comparable air¬ 
plane used by an irregular air carrier or 
commercial operator is 25,000 pounds 
subject, however, to operating limita¬ 
tions provided for in Part 42 of the Civil 
Air Regulations/ 

The Board was asked by certain sched¬ 
uled air earners to permit operation of 
the DC-3 and the Lockheed Model 18 as 
nontransport category airplanes at the 
landing weights authorized for these 
same airplanes in irregular passenger 
service. The Board authorized the use 
of these higher weights for nontransport 
category airplanes by SR-356 on the con¬ 
dition that they be operated in accord¬ 
ance with the operating limitations es¬ 
tablished for such airplanes in Part 42. 

Revised Part 40, effective January 1, 
1954. prescribes operating rules for 
scheduled air carriers engaged in the 
carriage of passengers in interstate com¬ 
merce which require these carriers to 
operate their nontransport category air¬ 
planes in accordance with requirements 
that are similar to those currently pre¬ 
scribed in Part 42 for such airplanes. An 
amendment to Part 41. which will be 
issued concurrently with this regulation 
proposes that the nontransport category 
performance operating limitations for 
these airplanes be incorporated in Part 
41 as of July 1, 1954, thus applying these 
rules to scheduled carriers carrying pas¬ 
sengers in ovex-seas and foreign air trans¬ 
portation. In view of the fact that these 
airplanese will be able to receive the same 
landing weights currently authorized by 
SRr-356 when operating in accordance 
with the requirements in revised Part 40 
and those proposed for Part 41. it is not 
necessary to extend this regulation with 
respect to operations under Part 40, or to 
extend it with respect to Part 41 after 
June 30, 1954. Accordingly, this regu¬ 
lation only extends the provisions of 
SRr-356 with respect to those operations 
under Part 41. scheduled service in over¬ 
seas and foreign air transportation, until 
July 1 , 1954. After that date SR-356 
will not be necessary and it is not in¬ 
tended that elimination of this rule 
operate to affect the weights of aircraft 
previously established under SR-356. 

Interested persons have been afforded 
an opportunity to participate in the 
making of this regulation, and due con¬ 
sideration has been given to all relevant 
matter presented. Since this regulation 
imposes no additional burden on any 
person, it may be made effective without 
prior notice. 


1 The DC—3 is also eligible and is being 
operated at a maximum certificated takeoff 
weight of 20,200 pounds and a maximum 
certificated landing weight of 26,000 pounds 
in accordance with transport category per¬ 
formance rules. The DC-3 when used for 
the carriage of cargo only is eligible and is 
being operated at maximum certificated 
take-off and landing weights as high as 26,900 
pounds. Furthermore, corresponding limi¬ 
tary versions of the DC-3 have been operated 
at maximum weights in excess of 30.000 
pounds. 


In consideration of the foregoing the 
Civil Aeronautics Board makes and pro¬ 
mulgates the following Special Civil Air 
Regulation, effective January 1,1954. 

Contrary provisions of the Civil Air 
Regulations notwithstanding, an air¬ 
plane type certificated prior to June 30, 
1942, may be used for the carriage of per¬ 
sons in scheduled overseas and foreign 
air transportation at a maximum land¬ 
ing weight not exceeding its maximum 
certificated take-off weight for passenger 
service: Provided , That such landing 
weight does not exceed the weight for 
which the structure has been substanti¬ 
ated in accordance with the structural 
requirements upon which the original 
certification was based: Provided further , 
That the airplane is operated in accord¬ 
ance with the operating limitations pre¬ 
scribed in Part 42 of the Civil Air Reg¬ 
ulations as heretofore or hereafter 
amended, for aircraft not certificated in 
the transport category: And provided 
further , That if an air carrier elects to 
operate aircraft under the provisions of 
this Special Civil Air Regulation it shall 
be required that all of its aircraft of the 
same or related types be operated there¬ 
under. 

This Special Civil Air Regulation shall 
supersede Special Civil Air Regulation 
SR-356 and terminate on June 30, 1954, 
unless sooner rescinded or superseded by 
the Board. 

(Sec. 205. 52 Stat. 984; 49 U. S. C. 425. In¬ 
terprets or applies secs. 601, 604, 52 Stat. 
1007, 1010; 49 U. S. C. 551. 554) 

By the Civil Aeronautics Board. 

[seal] M. C. Mulligan, 

Secretary. 

(F. R. Doc. 53-10786; FUed, Dec. 28, 1953; 

8:50 a. m.) 


(Reg. SR-391BJ 

Part 42 —Irregular Air Carrier and 
Off-Route Rules 

SPECIAL CIVIL AIR REGULATION: EXTENSION 
OF DATE FOR APPLICATION OF TRANSPORT 
CATEGORY PERFORMANCE REQUIREMENTS 
TO C—46 TYPE AIRPLANE 

Adopted by the Civil Aeronautics Board 
at its office in Washington. D. C., on the 
23d day of December 1953. 

Special Civil Air Regulation SR-391 
permits operators of C-46 type aircraft 
used in the carriage of passengers to 
operate at a maximum certificated take¬ 
off weight of 44,300 pounds except for 
those airplanes having a certain type 
propeller which are allowed an additional 
1,000 pounds. Special Civil Air Regu¬ 
lation SR-391 permits such operation 
only until January 1, 1954. 

For the past several years It has been 
anticipated that after December 31,1953, 
all airplanes used in irregular passenger 
operation shall comply with the transport 
category requirements of Parts 4a or 4b 
and with transport category operating 
limitations. This provision, which was 
identical to provisions In Parts 40 and 
41 of the Civil Air Regulations, was in¬ 
tended to require nontransport category 
airplanes, principally the Douglas DC-3, 
the Lockheed L-18, and the Curtiss C-46, 


to comply with stricter requirements 
than those now in effect for passenger 
operations pursuant to Part 42. In the 
case of the C-46, these operations are 
further limited by Special Civil Air Reg¬ 
ulation SR^391 which temporarily estab¬ 
lishes a maximum certificated weight for 
this airplane of 44,300 pounds with an 
additional 1,000 pounds for those air¬ 
planes having certain type propellers. 

Tests are currently being conducted 
with the C-46, incorporating certain 
modifications which are designed to im¬ 
prove performance and the general 
safety of operation. These tests are be¬ 
ing conducted by the Aircraft Engineer¬ 
ing Foundation, representing the C-46 
operators, which has requested that the 
Board extend the present applicable 
regulations until June 30, 1954. It Is 
stated that these tests will be completed 
soon and that the results will be pre¬ 
sented to the Civil Aeronautics Adminis¬ 
tration for appraisal in the early part of 
1954. In consideration of the foregoing, 
SR-391 is being extended to not later 
than March 31, 1954; which, in view of 
the ample notice which has been given 
for consideration by the industry of the 
factors involved in the continued use of 
nontransport category airplanes in pas¬ 
senger operations, should constitute 
sufficient time for presentation to and 
consideration by the Board of the neces¬ 
sary data derived from the tests. 

Interested persons have been afforded 
an opportunity to participate in the 
making of this regulation, and due con¬ 
sideration has been given to all the 
relevant matter presented. Since this 
regulation imposes no additional burden 
on any person, it may be made effective 
without prior notice. 

In consideration of the foregoing the 
Civil Aeronautics Board hereby amends 
Special Civil Air Regulation SR-391, ef¬ 
fective immediately: 

By amending paragraph 1 of Special 
Civil Air Regulation SR-391 by deleting 
the date “January 1, 1954" and insert¬ 
ing in lieu thereof the date "April 1, 
1954". 

(Sec. 205, 52 Stat. 984; 49 U. S. C. 425. In¬ 
terprets or applies secs. 601. 604, 52 Stat. 
1007, 1010; 49 U. S. C. 551, 554) 

By the Civil Aeronautics Board. 

[seal] M. C. Mulligan. 

Secretary . 

[F. R. Doc. 53-10787; Filed, Dec. 28, 1953; 

8:50 a. m.] 


(CivU Air Reg., Amdt. 42-19] 

Part 42 —Irregular Air Carrier and 
Off-Route Rules 

EXTENSION OF DATE FOR REQUIREMENT OF 
APPROVED TYPE RADIO EQUIPMENT 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D. C„ 
on the 23d day of December 1953. 

This amendment to Part 42 of the Civil 
Air Regulations extends the date by 
which approved type radio equipment 
must be installed in airplanes used in 
operations conducted under Part 42. 

Part 42 requires that after December 
31, 1953, radio equipment used in large 
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airplanes operated under this part shall 
be of an approved type. This require¬ 
ment was adopted in August 1951, and 
thus allowed two years for the type cer¬ 
tification of equipment then being used 
by many carriers operating under this 
part. Although the Civil Aeronautics 
Administration and industry groups have 
been working on the type certification of 
this equipment for some time, it is not 
expected that this wUl be completed until 
early in 1954. The Board has been re¬ 
quested. therefore, to extend the date by 
which the requirement for approved 
radio equipment must be met. In view 
of the fact that an extension of the date 
by which nontransport category air¬ 
planes must comply with transport cate¬ 
gory requirements is being granted until 
March 31, 1954, the Board has deter¬ 
mined that the requirement that large 
airplanes operating under Part 42 be 
equipped with approved type radio 
equipment should also be extended to 
that date. This will permit sufficient 
time for the type certification of the 
equipment used by many operators con¬ 
ducting operations under this part. 

Since this amendment imposes no ad¬ 
ditional burden on any person, it may be 
made effective without prior notice. 

In consideration of the foregoing, the 
Civil Aeronautics Board hereby amends 
Part 42 of the Civil Air Regulations (14 
CFR Part 42, as amended) effective im¬ 
mediately: 

By amending § 42.23 by deleting the 
date “December 31, 1953” and inserting 
in lieu thereof the date “March 31,1954”. 

(Sec. 205, 52 Stat. 984; 49 U. S. C. 425. Inter¬ 
prets or applies secs. 601, 603, 52 Stat. 1007, 
1009; 49 U. S. C. 551,553) 

By the Civil Aeronautics Board. 

[seal] M. C. Mulligan, 

Secretary . 

[P. R. Doc. 53-10784; Piled, Dec. 28, 1953; 

8:50 a. m.J 


[Civil Air Regs., Amdt. 42-201 

Part 42— Irregular Air Carrier and Off- 
Route Rules * 

extension of date requiring nontrans¬ 
port category airplanes used in 

PASSENGER OPERATIONS TO COMPLY WITH 
STANDARDS OTHER THAN THOSE CUR¬ 
RENTLY IN EFFECT 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D. C., 
on the 23d day of December 1953. 

This amendment to Part 42 of the Civil 
Air Regulations extends the date by 
which nontransport category airplanes 
must comply with transport category 
rules. 

Section 42.15 (c) for the past several 
years has stated that after December 31, 
1953. all airplanes used in irregular pas¬ 
senger operation shall comply with the 
transport category requirements of Parts 
4a or 4b and with transport category 
operating limitations. This provision, 
which was identical to provisions in 
Parts 40 and 41 of the Civil Air Regula¬ 
tions, was intended to require nontrans- 
Port category airplanes, principally the 
Douglas DC-3, the Lockheed L-18, and 
the Curtiss C-46, to comply with stricter 
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requirements than those now in effect for 
passenger operations pursuant to Part 42. 
In the case of the C-46, these operations 
are further limited by Special Civil Air 
Regulation SR-391, which temporarily 
establishes a maximum certificated 
weight for this airplane of 44,300 pounds 
with an additional 1.000 pounds for those 
airplanes having certain type propellers. 

Tests are currently being conducted 
with the C-46, incorporating certain 
modifications which are designed to im¬ 
prove performance and the general 
safety of operation. These tests are be¬ 
ing conducted by the Aircraft Engineer¬ 
ing Foundation, representing the C-46 
operators, who have requested that the 
Board extend the present applicable reg¬ 
ulations until June 30, 1954. It is stated 
that these tests will be completed soon 
and that the results will be presented to 
the Civil Aeronautics Administration for 
appraisal in the early part of 1954. In 
consideration of the foregoing, the com¬ 
pliance date in Part 42 is being extended 
to not later than March 31, 1954; which, 
in view of the ample notice which has 
been given for consideration by the in¬ 
dustry of the factors involved in the con¬ 
tinued use of nontransport category air¬ 
planes in passenger operations, should 
constitute sufficient time for presenta¬ 
tion to and consideration by the Board 
of the necessary data derived from the 
tests. 

Interested persons have been afforded 
an opportunity to participate in the mak¬ 
ing of this amendment, and due con¬ 
sideration has been given to all the rele¬ 
vant matter presented. Since this 
amendment imposes no additional bur¬ 
den on any person, it may be made effec¬ 
tive without prior notice. 

In consideration of the foregoing, the 
Civil Aeronautics Board hereby amends 
Part 42 of the Civil Air Regulations (14 
CFR Part 42, as amended) effective 
immediately: 

By amending § 42.15 (c) by deleting 
the date “December 31. 1953” and in¬ 
serting in lieu thereof the date “March 
31, 1954”. 

(Sec. 205; 52 Stat. 984; 49 U. S. C. 425. Inter¬ 
prets or applies secs. 601, 604 ; 52 Stat. 1007, 
1010; 49 U. S. C. 551, 554) 

By the Civil Aeronautics Board. 

[seal] M. C. Mulligan, 

Secretary . 

[F. R. Doc. 53-10785; Filed, Dec. 28, 1953; 
8:50 a. m.] 


[Reg. No. PR-23] 

Part 302— Rules of Practice in 
Economic Proceedings 

REDESIGNATION OF THE OFFICE OF 
ENFORCEMENT 

Adopted by the Civil Aeronautics 
Board at its office in Washington. D. C., 
on the 22d day of December 1953. 

Effective November 23, 1953, the Office 
of Enforcement of the Civil Aeronautics 
Board was redesignated and renamed 
the Office of Compliance. Accordingly, 
it is appropriate to amend the rules of 
practice of the Civil Aeronautics Board 
to reflect this change by referring therein 
to the “Office of Compliance” and “Com¬ 
pliance Attorney” rather than “Office of 
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Enforcement” and “Enforcement Attor¬ 
ney”. 

Since this amendment is not a sub¬ 
stantive rule but one of agency organiza¬ 
tion and procedure, notice and public 
procedure hereon are unnecessary and 
the amendment may be made effective 
upon less than 30 days* notice. 

In consideration of the foregoing, the 
Civil Aeronautics Board hereby amends 
Part 302 of the Procedural Regulations 
(14 CFR 302) as follows: 

1. By substituting the term “Office of 
Compliance” for “Office of Enforce¬ 
ment” in §§ 302.201, 302.203. 302.205, 
302.206 (a>, (b) and (c), and § 302.215. 

2. By substituting the term “Compli¬ 
ance Attorney” for “Enforcement Attor¬ 
ney” in §§ 302.9, 302.28, 302.30, 302.205 
and 302.210. 

(Sec. 205: 52 Stat. 984: 49 U. S. C. 425. In¬ 
terpret or apply § 1001; 52 Stat. 1017; 49 
U. 8. C. 641) 

By the Civil Aeronautics Board. 

[seal! M. C. Mulligan. 

Secretary. 

[F. R. Doc. 53-10782; Filed, Dec. 28, 1953; 
8:50 a. m.] 


TITLE 7—AGRICULTURE 

Chapter VIII—Production and Market¬ 
ing Administration (Sugar Branch), 
Department of Agriculture 

[Sugar Reg. 811] 

Part 811— Continental Sugar Require¬ 
ments and Area Quotas 

REQUIREMENTS AND QUOTAS FOR 1954 

Correction 

In Federal Register Document 53- 
10487. published at page 8257 of the issue 
for Thursday, December 17,1953, the fol¬ 
lowing change is made: 

In § 811.65 (b) (2) the headnote of 
the list (corrected erroneously at 18 F. R. 
8563) should read: “ Direct-consumption 
sugar , pounds , raw value”. 


TITLE 20—EMPLOYEES' 
BENEFITS 

Chapter III—Bureau of Old-Age and 
Survivors Insurance, Social Security 
Administration, Department of 
Health, Education, and Welfare 

[Regulations 4, further amended] 

Part 404— Federal Old-Age and 
Survivors Insurance (1950-) 

WAGE REPORTS AND CONTRIBUTION RETURNS 

Section 404.1250 of Regulations No. 4, 
as amended (20 CFR. 1952 Supp., 
404.1250), is amended by adding a new 
paragraph (c) to read: 

§ 404.1250 Wage reports and contri¬ 
bution returns . • • * 

(c) Filing of wage reports and contri¬ 
bution returns with directors of internal 
revenue . (1) Where a State or any of its 
political subdivisions has in its employ 
individuals performing services for the 
State or a political subdivision of the 
State as members of a coverage group 
included under an agreement and such 
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individuals also regularly perform serv¬ 
ices identical in nature in the employ of 
employers who are subject to the provi¬ 
sions of subchapter A or E of chapter 9 
of the Internal Revenue Code with re¬ 
spect to the wages paid by such employ¬ 
ers for such services to such individuals, 
and where, with the approval of the In¬ 
ternal Revenue Service, the payment of 
the taxes and the filing of information 
returns required of employers under sub¬ 
chapter A or E of chapter 9 of the In¬ 
ternal Revenue Code are made for all 
such employers by an agent appointed 
by them, such State may, with respect to 
such individuals, elect to permit the agent 
of such employers to file tax and infor¬ 
mation returns with, and to make pay¬ 
ment thereon to. a director of internal 
revenue in the manner and according 
to the conditions prescribed in regula¬ 
tions of the Internal Revenue Service 
relating to the employees' tax and the 
employers' tax under subchapter A or E 
of chapter 9 of the Internal Revenue 
Code. 

(2) Where the Secretary has been 
furnished with written evidence to the 
effect that a State has made such an 
election and that the Commissioner of 
Internal Revenue has agreed to permit 
a director of internal revenue to accept 
and receive such contribution and in¬ 
formation returns and payment of con¬ 
tributions, the filing of such tax and 
information returns with, and the pay¬ 
ment of such contributions to, the direc¬ 
tor shall be deemed to be compliance 
with the requirements imposed upon 
the State by paragraph (a) of this sec¬ 
tion. except that nothing contained in 
this paragraph shall relieve any such 
State of its obligations and responsi¬ 
bilities under its agreement and the 
regulations in this subpart relative to its 
liability for the payments required un¬ 
der its agreement. 


(Sec. 205, 49 Stat. 624. as amended, sec. 1102, 
49 Stat. 647, sec. 218, 64 Stat. 514; 42 U. S. C. 
405, 418, 1302. Interprets or applies sec. 
218, 64 Stat. 514, 42 U. S. C. 418) 

Dated: December 21, 1953. 


[seal] John W. Trambubg, 

Commissioner of Social Security. 


Approved: December 22, 1953. 


Nelson A. Rockefeller, 
Acting Secretary . 


[P. R. Doc. 53-10759; Filed, Dec. 28, 1953; 
8:48 a. m.J 


TITLE 22—FOREIGN RELATIONS 

Chapter I—Department of State 

[Dept. Reg. 108.2061 

Part 44 —Visas : Documentation of Immi¬ 
grants Under the Refugee Relief Act 
of 1953 

AMENDMENTS TO REFUGEE REGULATIONS 

Part 44. Chapter I. Title 22 of the Code 
of Federal Regulations, is hereby amend¬ 
ed as follows: 

1. Paragraph (a) Submission of assur¬ 
ances, of § 44.3, Assurance of employ¬ 
ment, housing, and against becoming a 
public charge , is amended to read as 
follows: 


(a) Submission of assurances. The 
assurance required by section 7 (a) of 
the act relating to employment, housing, 
and against becoming a public charge 
shall be given in writing by a responsible 
citizen or citizens of the United States. 
The assurance shall be (1) in such form 
and content as shall be prescribed by 
the Administrator; (2) accompanied by 
such documentary evidence as may be 
required by written instructions attached 
thereto: and (3) forwarded in triplicate 
to the Director of the Visa Office, Depart¬ 
ment of State, Washington 25, D. C. An 
assurance shall be the personal obliga¬ 
tion of the individual citizen or citizens 
signing it. Several citizens may give in¬ 
dividual assurances to cover the mem¬ 
bers of a family. Assurances which do 
not specifically identify the prospective 
employment and housing accommoda¬ 
tion shall be considered blanket assur¬ 
ances and shall not be considered as 
meeting the requirements of section 7 
of the act. The following assurance 
forms shall be used exclusively and may 
be obtained from the Visa Office of the 
Department of State, from any District 
Office of the Immigration and Naturali¬ 
zation Service, or from any voluntary or 
other recognized agency which performs 
services in connection with the immigra¬ 
tion, settlement, or welfare of aliens: 

Form DSR 1—Assurance by an Individual 
sponsor for named alien. 

Form DSR 2—Assurance by more than one 
sponsor for named alien. 

Form DSR 3—Assurance by an individual 
sponsor for alien nominated by agent. 

Form DSR 4—Assurance by more than one 
sponsor for alien nominated by agent. 

2. Paragraph (f) Procedure in case of 
unknown alien, of § 44.3, Assurance of 
employment, housing, and against be¬ 
coming a public charge, is amended to 
read as follows: 

<f) Procedure in case of unknown 
alien. A United States citizen who de¬ 
sires to sponsor an unknown alien shall 
execute Form DSR-3 (Form DSR-4 if 
more than one sponsor) in an original 
and four copies and, in his discretion, 
may designate therein an individual or 
public or private agency or organization 
as his agent for the purpose of nomi¬ 
nating the alien beneficiary of the as¬ 
surance in accordance with its specifi¬ 
cations. The original and three signed 
copies of the assurance shall be trans¬ 
mitted by the sponsor to the designated 
agent. At such time as an alien bene¬ 
ficiary has been nominated and the 
‘Statement by Agent", annexed to the 
assurance form, has been properly com¬ 
pleted by the agent, including the name 
of the nominated alien, the original and 
two signed copies of the assurance shall 
be forwarded to the Director of the Visa 
Office. Department of State, Washing¬ 
ton 25. D. C. The assurance shall be 
accompanied by such documentary evi¬ 
dence as the attached instructions may 
require. 

3. Paragraph (a) Assurance of adop¬ 
tion and proper care, of § 44.4, Eligible 
orphans, is amended to read as follows: 

(a) Assurance of adoption and proper 
care. The assurance of adoption and 
proper care required by section 5 (b) 
of the act in the case of an orphan to 


be adopted in the United States shall 
be given in writing jointly by the adop¬ 
tive United States citizen and spouse 
and forwarded in triplicate (original and 
two signed copies) to the Director of the 
Visa Office, Department of State. Wash¬ 
ington 25. D. C. Form DSR-5 shall be 
used in the case of an orphan known to 
the adoptive parents. Form DSR-6 
shall be used in the case of an orphan 
to be selected by a designated agency. 
An assurance of adoption and proper 
care shall provide such information and 
be accompanied by such documentary 
evidence as may be required to satisfy 
the Administrator and the consular of¬ 
ficer that (1) proper care will be provided 
the orphan in conformity with standards 
established by an appropriate public 
agency of the State in which the orphan 
will reside, (2) appropriate proceedings 
for the adoption of such orphan in the 
United States will be initiated and com¬ 
pleted as soon as possible in accordance 
with the applicable State law, (3) no 
legal obstacle to a lawful adoption is 
known or believed to exist under the laws 
of the State of prospective adoption. (4) 
permission to bring the orphan into the 
State of prospective adoption has been 
obtained from the appropriate State 
agency, if such permission is necessary, 
(5) the orphan has been irrevocably re¬ 
leased in writing for emigration and 
adoption in accordance with the law 
governing the relinquishment of a child 
for adoption in the country of the or¬ 
phan’s residence and the release is 
deemed acceptable to the court of pro¬ 
spective adoption. (6) a satisfactory 
investigation of the proposed adoptive 
home and parents has been made by a 
local child-care agency recognized by 
the State in which the orphan will reside, 
which investigation shall be compatible 
with the requirements, procedures and 
practices of the appropriate State wel¬ 
fare agency, (7) a satisfactory investi¬ 
gation in the country of the orphan’s 
residence has been made by a qualified 
welfare agency concerning the orphan’s 
mental and physical health, family back¬ 
ground and other pertinent matters, and 
(8) arrangements have been made with 
an appropriate local agency or any other 
local child-care agency for the super¬ 
vision of the orphan pending his legal 
adoption, and. in the event the adoption 
petition is denied by the court, for the 
assumption by such agency of responsi¬ 
bility for the care and resettlement of 
the orphan. 

4. Paragraph (b) Affidavit by social 
welfare agency, of § 44.4 Eligible orphans, 
is amended to read as follows: 

(b) Statement by social welfare 
agency. Every assurance of adoption 
and proper care given for an eligible 
orphan shall be a named assurance and 
shall be accompanied by a statement 
signed by a responsible officer of a na¬ 
tional or other social welfare agency, 
recognized for such purpose by the Ad¬ 
ministrator, attesting to the authenticity 
and bona fides of the assurance, which 
statement shall be considered by the 
Administrator as a confirmation that the 
requirements and conditions, specified in 
paragraph (a) of this section, have been 
satisfied. The United States citizen and 
spouse who execute an assurance of 
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adoption and proper care shall designate 
therein a recognized social welfare 
agency to provide the necessary state¬ 
ment/ It shall be incumbent upon such 
agency to report to the appropriate State 
Department of Welfare whenever an eli¬ 
gible orphan is to be placed within the 
State, and to indicate in the report what 
local agency will assume responsibility 
for the supervision of the orphan pend¬ 
ing his or her legal adoption. 

5. Paragraph (c) Procedure in case of 
unknown orphan , of § 44.4, Eligible or¬ 
phans, is amended to read as follows: 

(c) Procedure in case of unknown or¬ 
phan. In the case of an orphan who is 
not known to the adoptive parents, the 
United States citizen and spouse shall 
execute Form DSR-6 in an original and 
four copies and shall authorize therein 
the designated social welfare agency to 
act as their agent in the selection of an 
eligible orphan in accordance with the 
specifications of the assurance. The 
original of the assurance and three 
signed copies thereof shall be trans¬ 
mitted by the adoptive parents to the 
designated agency. At such time as an 
eligible orphan has been selected and the 
required statement has been executed by 
a responsible officer of the designated 
agency, the complete file in the case, in¬ 
cluding the original and two signed cop¬ 
ies of the assurance, shall be forwarded 
to the Director of the Visa Office, De¬ 
partment of State, Washington 25, D. C. 

6. Paragraph <e) Procedure in case of 
orphan adopted abroad, of § 44.4, Eli¬ 
gible orphans, is amended to read as 

follows: 

(e) Procedure in case of orphan 
adopted abroad. In the case of an or¬ 
phan who has been adopted abroad, the 
adoptive United States citizen and 
spouse shall execute Form DSR^5 only 
to the extent required in such form, and 
if residing abroad, may submit the orig¬ 
inal and one signed copy thereof di¬ 
rectly to the consular officer to whom 
an application for an immigrant visa 
will be made in behalf of such orphan. 
In the event the adoptive parents of an 
orphan adopted abroad are residing in 
the United States, the executed Form 
DSR-5 shall be submitted in triplicate 
(original and two signed copies) to the 
Director of the Visa Office, Department 
of State, Washington 25, D. C. 

(Sec. 4. 63 Stat. Ill; 5 U. S. C. 151c) 

The regulations contained in this or¬ 
der shall become effective upon publica¬ 
tion in the Federal Register. The pro¬ 
visions of section 4 of the Administra¬ 
tive Procedure Act (60 Stat. 238; 5 
U. S. C. 1003) relative to notice of pro¬ 
posed rule making and delayed effective 
date are inapplicable to this order be¬ 
cause the regulations contained therein 
involve foreign affairs functions of the 
United States. 

Dated: December 21, 1953. 

Scott McLeod, 

Administrator, Bureau of Secu¬ 
rity, Consular Affairs, and 
Personnel. 

R. Doc. 53-10755; Filed. Dec. 28, 1953; 

8:47 a. m.] 
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TITLE 32A—NATIONAL DEFENSE, 
APPENDIX 

Chapter XXI—Defense Rental Areas 
Division, Office of Defense Mobili¬ 
zation 

[Rent Reg. 1, Amdt. 170 to Schedule A] 
(Rent Reg. 2, Amdt. 168 to Schedule A1 
RR 1—Housing 
RR 2—Rooms 

Schedule A—Defense-Rental Areas 

TEXAS 

Effective December 29.1953, Rent Reg¬ 
ulation 1 and Rent Regulation 2 are 
amended so that the item of Schedule A 
indicated below reads as set forth below. 

(Sec. 204, 61 Stat. 197, as amended; 50 U. S. C. 
App. Sup. 1894) 

Issued this 23d day of December 1953. 

Glenwood J. Sherrard, 

Director, 

Defense Rental Areas Division. 

(312) (Revoked and decontrolled.] 

These amendments decontrol the fol¬ 
lowing Defense-Rental Area, on the ini¬ 
tiative of the Director, Defense Rental 
Areas Division, Office of Defense Mobili¬ 
zation, under section 204 (c) of the act: 
Del Rio (Texas) Defense-Rental Area. 
• • • • * 

(F. R. Doc. 53-10731; Filed, Dec. 28, 1953; 
8:45 a. m.J 


[Rent Reg. 3. Amdt. 160 to Schedule A] 
[Rent Reg. 4, Amdt. 104 to Schedule A] 
RR 3— Hotels 
RR 4— Motor Courts 
Schedule A—Defense-Rental Areas 

TEXAS 

Effective December 29,1953, Rent Reg¬ 
ulation 3 and Rent Regulation 4 are 
amended so that the item of Schedule A 
indicated below reads as set forth below. 

(Sec. 204, 61 Stat. 197, as amended; 50 U. S. C. 
App. Sup. 1894) 

Issued this 23d day of December 1953. 

Glenwood J. Sherrard, 

Director, 

Defense Rental Areas Division . 

(312) [Revoked and decontrolled.] 

These amendments decontrol the fol¬ 
lowing Defense-Rental Area, on the ini¬ 
tiative of the Director, Defense Rental 
Areas Division, Office of Defense Mobili¬ 
zation, under section 204 (c) of the act: 
Del Rio (Texas) Defense-Rental Area. 


[F. R. Doc. 53-10732; Filed, Dec. 28, 1953; 
8:45 a. m.J 

TITLE 26—INTERNAL REVENUE 

Chapter I—Internal Revenue Service, 
Department of the Treasury 
Subchapter C—Miscellaneous Excise Taxes 

] Regulations 20] 

Part 194 —Wholesale and Retail 
Dealers in Liquors 

Preamble. 1. These regulations ‘‘Reg¬ 
ulations 20, Wholes ale a nd Retail Deal¬ 
ers in Liquors’' (26 CFR, Part 194) are a 


republic ation of Regulations 20,1940 edi¬ 
tion (26 CFR, Part 194), as amended to 
date by approved Treasury decisions. 

2. These regulations, except for the re¬ 
vision of one section to conform with the 
delegation of authority made in IR- 
Mimeograph No. 232, dated July 6. 1953, 
consist only of previously approved 
material but the text has been re¬ 
arranged and renumbered to conform to 
the Federal Register Regulations (13 
F. R. 5929). 

3. This republication of these regula¬ 
tions shall not affect or limit any act 
done or any liability previously incurred, 
or any suit, action or proceeding had or 
commenced in any civil, administrative, 
or criminal cause and proceeding prior 
to the date of republication, nor shall 
this republication release, acquit, affect, 
or limit any offense committed in viola¬ 
tion of these regulations prior to repub¬ 
lication, or any penalty, liability or for¬ 
feiture incurred prior to such date. 

4. It is found that compliance with the 
notice and public rule-making procedure 
of section 4 (a) and the effective date 
limitations of section 4 (c) of the Admin¬ 
istrative Procedure Act (5 U. S. C. 1001, 
et seq.) is unnecessary in connection 
with the republication of the regulations 
in this part for the reason that the 
changes made relate merely to form and 
not substance. 

Sec. 

194.0 Statutory provisions. 

194.0-1 Departmental regulations. 

194.0-2 Stamps for containers of distilled 
spirits. 

194.0-3 Signs of distillers, rectifiers, and 
wholesale Uquor dealers. 

194.0-4 Books of rectifiers and wholesale 
dealers. 

194.0-5 Exemption of States from provi¬ 
sions of section 2857. 

194.0-6 Limitation on purchases by rec¬ 
tifiers and dealers. 

194.0-7 Regulation of traffic in containers 
of distilled spirits. 

194.0-8 Exemption of industrial alcohol 
plants and warehouses from cer¬ 
tain laws. 

194.0-9 Taxability of denatured alcohol or 
articles produced, transferred, 
used, or sold In violation of law 
or regulations. 

194.0-10 Penalties and forfeitures. 

194.0-11 Tax. 

194.0-12 Casual sales. 

194.0-13 Retail liquor dealers* records. 
194.0-14 Penalties and forfeitures for non¬ 
payment of special tax. 

194.0-15 Definitions. 

194.0-16 Liability In case of business In 
more than one location. 

194.0-17 Registration. 

194.0-18 Payment ol tax. 

194.0-19 Returns. 

194.0-20 Stamps. 

194.0-21 Penalties relating to posting of 
special tax stamp. 

194.0-22 List of special-taxpayers for pub¬ 
lic inspection. 

194.0-23 Application of State laws. 

194.0-24 Liability of partners. 

194.0-25 Liability In case of business in 
more than one location. 

194.0-26 Liability In case of different busi¬ 
nesses of same ownership and 
location. 

194.0-27 Liability in case of death or change 
of location. 

194.0-28 Establishment and alteration. 
194.0-29 Redemption of stamps.. 

194.0-30 Period of limitation upon refunds 
and credits. 

194.0-31 Entry of premises for examination 
of taxable objects. 





8750 


RULES AND REGULATIONS 


Sec. 

194.0-32 Returns executed by Commissioner 
or Collector. 

194.0-33 Extension of time for filing re¬ 
turns. 

194.0-34 Payment by check and money or¬ 
ders. 

194.0-35 Receipts for taxes. 

194.0-36 Authority to make abatements, 
credits, and refunds. 

194.0—37 Rules and regulations. 

194.0-38 Verification of returns; penalties 
of perjury. 

Subpart A—Scope of Regulations 

194.1 Wholesale and retalL dealers in 

liquors. 

194.2 Territorial extent. 

Subpart B—Definitions 

194.5 Meaning of terms. 

194.6 Assistant Regional Commissioner. 

194.7 Commissioner. 

194.8 District Director. 

194.9 Fiscal year. 

194.10 Gallon. 

194.11 I. R. C. 

194.12 Person. 

194.13 U. S. C. 


Sec. 

194.62 Place of offering for sale. 

194.63 Place of storage. 

194.64 Caterers. 

194.65 Peddling. 

Sales at Two or More Bars on the Same 
Premises 

194.66 Two or more bars with intercom¬ 

munication. 

194.67 Two or more bars without inter¬ 

communication. 

194.68 Segregated establishment. 

194.69 Hotel, ball park, race track, etc.; 

sales throughout the premises. 

194.70 Hotel, ball park, race track, etc.; 

sales confined to limited area. 

Subpart E—Each Business Taxable 

194.80 Different businesses of same owner¬ 

ship and location. 

194.81 Retail and wholesale dealer In 

liquors at same location. 

194.82 Retail and wholesale malt liquor 

dealer at same location. 

194.83 Retail dealer in malt liquors and 

retail dealer In liquors at same 
location. 

194.84 Mixing cocktails. 


Subpart C—Special Taxes 

194.20 Basis of tax. 

194.21 Agents and auctioneers. 

194.22 Selling or offering for sale. 

194.23 Single sale. 

194.24 Brokers or agents. 

194.25 Classification of alcoholic liquors. 

194.26 Retail dealers In liquors—persons 

liable. 

194.27 Lawful sales by retail dealer in 

liquors. 

194.28 Wholesale sales by retail dealer in 

liquors. 

194.29 Wholesale dealers in liquors—per¬ 

sons liable. 

194.30 Retail sales by wholesale dealers in 

liquors. 

194.31 Retail dealers in malt liquors—per¬ 

sons liable. 

194.32 Wholesale sales by retail dealers In 

malt liquors. 

194.33 Retail dealer in malt liquors selling 

other classes of alcoholic liquors. 

194.34 Wholesale dealers in malt liquors— 

persona liable. 

194.35 Retail sales by wholesale dealers in 

malt liquors. 

194.36 Wholesale dealer in malt liquors 

selling other classes of alcoholic 
liquors. 

194.37 Sales to members by clubs or similar 

organizations. 

194.38 Club or similar organizations ac- 

cepting orders from members. 

194.39 Bar conducted by club or similar 

organization at outings. 

194.40 Purchases by club or similar organ¬ 

ization for members. 

194.41 Restaurants serving liquors with 

meals. 

194.42 Hospitals. 

194.43 States, counties, and municipalities* 

194.44 Sales in violation of State law. 

194.45 Sales of denatured alcohol or arti¬ 

cles. 

194.46 Sales by agencies and instrumentali¬ 

ties of the United States. 

194.47 Warehouse receipts covering spirits. 

194.48 Single sale of warehouse receipts by 

an investor. 

Limited Special Tax 

194.49 Sales of wines and malt liquors at 

fairs, picnics and similar enter¬ 
tainments. 

194.50 Persons who may not procure lim¬ 

ited special tax stamps. 

194.51 Change of location. 

Subpart D—Places Sub|ect to Special Tax 

194.60 Each place of business taxable. 

194.61 Place of sale. 


Subpart F—Partnerships 

194.90 Liability of partners. 

194.91 Preparation of special tax stamp. 

194.92 Addition of partners or incorpora¬ 

tion of partnership. 

194.93 Formation of a partnership by two 

dealers. 

194.94 Withdrawal of one or more partners. 
Subpart G—Payment of Special Tax 

194.100 Special tax rates. 

194.101 Date special tax is due. 

194.102 Computation of special tax. 

194.103 Filing of return and payment of 

special tax. 

194.104 Method of payment. 

Special Tax Return, Form 11 

194.105 Data required. 

194.106 Execution of Form 11. 

194.107 Extensions of time for filing returns. 

194.108 Penalty for failure to file return. 

Delinquent Returns 

194.109 Reasonable causes for delinquency. 

194.110 Other alleged causes. 

194.111 Delinquency discovered by officer 

working under direction of As¬ 
sistant Regional Commissioner. 

194.112 Causes not considered reasonable. 

Subpart H—Special Tax Stamps 

194.120 Issuance of stamps. 

194.121 Receipt In lieu of stamp prohibited. 

194.122 Stamps covering business in viola¬ 

tion of State law. 

194.128 Stamps not transferrable. 

Stamps for Passenger Trains and Vessels 

194.124 General. 

194.125 Transfer of special tax stamps. 

194.126 Sales on passenger trains and 

vessels. 

194.127 Vessel not engaged In carrying 

passengers. 

Stamps for Retail Dealers "At Large" 

194.128 General. 

194.129 Form 11 to show nature of business. 

194.130 Business In more than one State. 

Stamps for Dealers in Wines Only, or Wines 
and Malt Liquors Only 

194.131 General. 

194.132 Stamps as receipts for special taxes. 

194.133 Sales of distilled spirits by dealers 

in wines or wines and malt 
liquors. 

194.134 Stamps not exchangeable. 


Medicinal Spirits Stamps 

See. 

194.135 Stamps for drug stores and pharma¬ 

cies selling through liceasel 
pharmacists. 

Stamp To Be Posted 

194.136 GeneraL 

Missing Stamps 

194.137 Lost or destroyed. 

194.138 Seizure by State authorities. 

Correction of Errors on Special Tax Stamps 

194.139 Errors disclosed by taxpayers. 

194.140 Errors discovered on Inspection. 

Stamps for Improper Periods 

194.141 General. 

194.142 Liability within current fiscal year, 

194.143 Liability within a past fiscal year. 

194.144 Amended return required. 

Record 10 

194.145 Public list of taxpayers. 

194.146 Use of Record 10. 

194.147 Furnishing copy of Record 10. 

Subpart I—Change of Location 

194.150 Amended return. Form 11. 

194.151 Removal within same internal reve¬ 

nue district. 

194.152 Removal to another internal reve¬ 

nue district. 

194.153 Failure to register change of address 

within 30 days. 

194.154 Certificate in lieu of lost or de¬ 

stroyed special tax stamp. 

Subpart J—Change in Proprietorship or Control 

194.160 Sale of business. 

194.161 Incorporation of business. 

194.162 New corporation. 

194.163 Stockholder continuing business of 

corporation. 

194.164 Change in trade name or style of 

business. 

194.165 Change of name or Increase In cap¬ 

ital stock of a corporation. 

194.166 Change In ownership of capital 

stock. 

194.167 Change In membership of unincor¬ 

porated club. 

194.168 Change of control; right of succes¬ 

sion. 

194.169 Persons having right of succession. 

194.170 Failure to register right of succes¬ 

sion within 30 days. 

134.171 Certificate in lieu of lost or destroyed 

special tax stamps. 

Subpart K—Exceptions and Exemptions 

194.180 Sales of liquors for Immediate con¬ 

sumption on premises. 

194.181 Sales of malt liquors for immediate 

consumption on premises. 

194.182 Dealers consummating sales of malt 

liquors at premises of other 
dealers. 

194.183 Deliveries of malt liquors from 

place of storage not covered by 
special tax stamp. 

194.184 Distillers selling In original stamped 

packages. 

194.185 Distillers selling In other than orig¬ 

inal stamped packages. 

194.186 Brewers selling in original stamped 

packages. 

194.187 Agent of a brewer. 

194.188 Brewers selling in other than orig¬ 

inal stamped packages. 

194.189 Sales by executor, administrator, or 

other fiduciary. 

194.190 Sales of liquors received as security 

for or in payment of a debt. 

194.191 Sales of liquors levied on by public 

officer under order of any court 
or magistrate. 

194.192 Sales of liquors by retiring partner 

or by representative of a deceased 
partner. 
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194.193 Sales of entire stock by retail liquor 
dealer In liquidation. 

294 194 Sales of entire stock by retail malt 
liquor dealer In liquidation. 
194.195 Sales by qualified winemakers. 

194 190 Sales by apothecaries and druggists. 
194 197 Sales by proprietors of industrial al¬ 
cohol plants or warehouses. 

Subpar! L—Refund and Redemption of Special 
Taxes 

194.200 Claims. 

194 201 Time limit on filing of claim. 

194.202 Discontinuance of business. 

194.203 Dealer in malt liquors who sells 

distilled spirits or wines. 

194.204 Dealer in liquors who actually sells 

only malt liquors. 

Subparl M—Maintenance of Records and Posting 
of Signs 

Wholesale Liquor Dealer Records 

194.210 General requirements, Record 52. 

194.211 Warehouse receipts. Form 52F. 

194.212 Dealer selling distilled spirits at re¬ 

tail only. 

194.213 Dealers not selling distilled spirits. 

194.214 Proprietors. 

194.215 Entries on Record 52. 

194216 Entry of miscellaneous items. 

194.217 Separate record of name of distiller, 
rectifier, or bottler. 

194.213 Separate record of serial numbers of 
cases. 

194.210 Form of separate records. 

194.220 Place where Record 52 shall be kept; 

general. 

194.221 Exception. 

194.222 Place where Form 52-F shall be kept. 

194.223 Requirements when wholesale liquor 

dealer maintains a retail depart¬ 
ment. 

194.224 Records to be kept by States. 

Retail Liquor Dealers 

194.225 Requirements where wholesale de¬ 

partment is kept. 

194.220 Requirements for dealers in distilled 
spirits. 

194.227 Requirements for dealers in malt 
liquors. 

Reports 

194.223 Time of filing. 

194.220 No transactions during month. 
194.230 Discontinuance of business. 

RtroRT or Third Party Transactions 

194 231 Additional requirements. 

194.232 Shipment or delivery to third party. 

Procurement of Forms 

194.233 Forms to be provided by users at 

own expense. 

Posting of Signs 

194.234 By wholesalers. 

194.235 By retailers. 

Subparl N—Strip Stamps 

194.240 Strip stamps required on all bottles. 

194.241 Destruction of strip stamp on open¬ 

ing bottle. 

194.242 Mutilated or missing red strip 

stamps. 

194.243 Replacement of mutilated or miss¬ 

ing red strip stamps found by 
dealer. 

194.244 Mutilated or missing red strip 

stamps found by Internal revenue 
officer. 

194 245 Replacement not required. 

194.246 Strip stamp missing; open bottle. 

Subpart O—Miscellaneous 

JSHW Purchase or sale of used containers. 
i«d a Reuse or refilling containers, 
lild 52 Possession of used containers. 
y 4.253 Tapping of beer barrels and kegs. 
No. 252-2 
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194.254 Possession of undestroyed beer 
stamps. 

194.253 Destruction of stamps, marks, and 
brands on wine containers. 

Subpart P—Packaging Alcohol for Industrial 
Purposes 

194.260 Requirements and procedure. 

194.261 Labeling. 

Authority: §5 194.1 to 194.261 issued un¬ 
der 53 Stat. 375, 467; 26 U. S. C. 3176, 3791. 
Other statutory provisions interpreted or ap¬ 
plied are cited to the text in parenthesis. 

§ 194.0 Statutory provisions. The 
provisions of law having more common 
application to wholesale and retail deal¬ 
ers in liquors are contained in §§ 194.0-1 
to 194.0-41. 

§ 194.0-1 Departmental regulations. 

5 U. S. C. 22. Departmental regulations. 

The head of each department is authorized 
to prescribe regulations, not Inconsistent 
with law, for the government of his depart¬ 
ment, the conduct of its officers and clerks, 
the distribution and performance of its busi¬ 
ness, and the custody, use, and preservation 
of the records, papers and property apper¬ 
taining to it. 

§ 194.0-2 Stamps for containers of 
distilled spirits. 

26 TJ. S. C. 2803. Stamps for containers of 
distilled spirits. 

(a) Requirement. No person shall trans¬ 
port. possess, buy. sell, or transfer any dis¬ 
tilled spirits, unless the immediate container 
thereof has affixed thereto a stamp denoting 
the quantity of distilled spirits contained 
therein and evidencing payment of all in¬ 
ternal-revenue taxes imposed on such spirits. 
The provisions of this section shall not apply 
to— 

(1) Distilled spirits placed in a container 
for immediate consumption on the premises 
or for preparation for such consumption; 

(2) Distilled spirits in bond or in customs 
custody; 

(3) Distilled spirits in Immediate contain¬ 
ers required to be stamped under existing 
law; 

(4) Distilled spirits in actual process of 
rectification, blending, or bottling, or in 
actual use In processes of manufacture; 

(5) Distilled spirits on which no internal- 
revenue tax is required to be paid; 

(6) Distilled spirits not intended for sale 
or for use in the manufacture or production 
of any article intended for sale; or 

(7) Any regularly established common car¬ 
rier receiving, transporting, delivering, or 
holding for transportation or delivery dis¬ 
tilled spirits in the ordinary course of its 
business as a common carrier. 

(b) Purchase and supply. Any person 
placing or intending to place any distilled 
spirits upon which all internal-revenue taxes 
have been paid into any container upon 
which a stamp is required by this section, 
or withdrawing or Intending to withdraw any 
Imported spirits in such containers from cus¬ 
toms custody, shall be entitled to purchase 
sufficient stamps for stamping such con¬ 
tainers. Such stamps shall be issued by the 
Commissioner to each Collector, upon his 
requisition, in such numbers as may be nec¬ 
essary in his district, and shall be sold by 
the Collectors to persons entitled thereto 
upon application therefor and compliance 
with regulations under this section, at a price 
of 1 cent for each stamp, except that in the 
case of stamps for containers of less than one 
half pint the price shall be one quarter of 1 
cent for each stamp. When in his Judgment 
there is no danger to the revenue, and upon 
the giving of such bonds or other security 
as he may deem necessary, the Commissioner 
may authorize the sale of such stamps to 
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importers for stamping containers in the 
country from which Imported. 

(c) Unused stamps: exchange, refund, etc. 
The Commissioner of Internal Revenue, un¬ 
der regulations prescribed by him and ap¬ 
proved by the Secretary of the Treasury, may 
redeem or make allowance for any unused 
stamps issued under section 203 of the Liquor 
Taxing Act of 1934 or subsection (b) of this 
section by exchanging them for other stamps 
of the same kind or by refunding moneys 
received therefor: Provided, That stamps may 
be exchanged or the value thereof refunded 
only in quantities of the value of $5 or more: 
And provided further, That no claim for the 
exchange of strip stamps or refund therefor 
shall be allowed unless presented within two 
years after the date on which such stamps 
were lawfully issued. There are hereby au¬ 
thorized to be appropriated annually, out of 
any money in the Treasury not otherwise ap¬ 
propriated. such sums as may be necessary 
to carry out this provision. 

(d) Regulations for issuing, affixing, and 
canceling stamps. The Commissioner, with 
the approval of the Secretary, shall prescribe 

(a) regulations with respect to the time and 
manner of applying for, issuing, affixing, and 
destroying stamps required by this section, 
the form and denominations of such stamps, 
proof that applicants are entitled to such 
stamps, and the method of accounting for 
receipts from the sale of such stamps, and 

(b) such other regulations as he shall deem 
necessary for the enforcement of this section. 

(e) Destruction of stamps. Every person 
emptying any container stamped under the 
provisions of this section shall at the time of 
emptying such container destroy the stamp 
thereon. 

(f) Forfeiture of spirits. All distilled 
spirits found in any container required to 
bear a stamp by this section, which container 
is not stamped in compliance with this sec¬ 
tion and regulations issued thereunder, shall 
be forfeited to the United States. 

(g) Penalties. Any person who violates 
any provision of this section, or who, with 
intent to defraud, falsely makes, forges, alters, 
or counterfeits any stamp made or used under 
this section, or who uses, sells, or has in 
his possession any such forged, altered, or 
counterfeited 6tamp, or any plate or die 
used or which may be used in the manufac¬ 
ture thereof, or any stamp required to be 
destroyed by this section, or who makes, uses, 
sells, or has in his possession any paper In 
Imitation of the paper used in the manufac¬ 
ture of any such stamp, or who reuses any 
stamp required to be destroyed by this sec¬ 
tion, or who places any distilled spirits in any 
bottle which has been filled and stamped 
under this section without destroying the 
stamp previously affixed to such bottle, or 
who affixes any stamp issued under this 
section to any container of distilled spirits 
on which any tax due is unpaid, or who 
makes any false statement In any application 
for stamps under this section, or who has in 
his possession any such stamps obtained by 
him otherwise than as provided in subsec¬ 
tion (b), shall on conviction be punished by 
a fine not exceeding $1,000, or by imprison¬ 
ment at hard labor not exceeding five years, 
or by both. Any officer authorized to enforce 
any provisions of law relating to internal 
revenue stamps is authorized to enforce the 
provisions of this section and the provisions 
of section 2909 relating to the bottling of 
distiled spirits in bond. 

(h) Transfer of duties. For transfer of 
duties and powers of the Commissioner and 
his agents, see section 3170. 

§ 194.0-3 Signs of distillers , rectifiers , 
and wholesale liquor dealers . 

26. U. S. C. 2831. Signs of distillers, rec¬ 
tifiers, AND WHOLESALE LIQUOR DF.ALERS. 

Every person engaged in distilling or rec¬ 
tifying spirits, and every wholesale liquor 
dealer, shall place and keep conspicuously 
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on the outside of the place of such business 
a sign, exhibiting in plain and legible letters, 
not less than three Inches in length, painted 
in oil-colors or gilded, and of a proper and 
proportionate width, the name or firm of 
the distiller, rectifier, or wholesale dealer, 
with the words: “Registered distillery,** “rec¬ 
tifier of spirits,” or “wholesale liquor dealer,'* 
as the case may be. Every person who vio¬ 
lates the foregoing provision by negligence 
or refusal, or otherwise, shall pay a penalty 
of $500. 

And every person, other than a rectifier or 
wholesale liquor dealer who has paid the 
special tax, or a distiller who has given bond 
as required by law, who puts up or keeps up 
the sign required by this section, or any sign 
indicating that he may lawfully carry on the 
business of a distiller, rectifier, or wholesale 
liquor dealer, shall forfeit and pay $1,000, 
and shall be imprisoned not less than one 
month nor more than six months. And every 
person who works In any distillery, rectifying 
establishment, or wholesale liquor store, on 
which no sign is placed and kept, as herein¬ 
before provided; and every person who know¬ 
ingly receives at, carries or conveys any dis¬ 
tilled spirits to or from, any such distillery, 
rectifying establishment, warehouse, or store, 
or who knowingly carries and delivers any 
grain, molasses, or other raw material to any 
distillery on which such sign is not placed 
and kept, shall forfeit all horses, carts, drays, 
wagons, or other vehicle or animal used in 
carrying or conveying such property afore¬ 
said. and shall be fined not less than $100 
nor more than $1,000, or be imprisoned not 
less than one month nor more than six 
months. 

§ 194.0-4 Books of rectifiers and 
wholesale dealers. 

20 U. S. C. 2857. Books of rectifiers and 

WHOLESALE DEALERS. 

(a) Requirements. Every rectifier and 
every wholesale liquor dealer who sells, or 
offers for sale, distilled spirits in quantities 
of five wine-gallons or more to the same per¬ 
son at the same time shall keep daily, at his 
place of business covered by his special tax 
stamp, a record of distilled spirits received 
and disposed of by him, and shall render un¬ 
der oath correct transcripts and summaries 
of such, records.: Provided. That the Commis¬ 
sioner may in his discretion require such rec¬ 
ord to be kept at the place where the spirits 
are actually received and sent out. The rec¬ 
ords shall be kept and the transcripts shall 
be rendered in such form, and under such 
rules and regulations as the Commissioner, 
with the approval of the Secretary, may 
prescribe. 

The records required to be kept under the 
provisions of this section and regulations is¬ 
sued pursuant thereto, shall be preserved for 
a period of four years, and during such period 
shall be available during business hours for 
inspection and the taking of abstracts there¬ 
from by the Commissioner or any internal 
revenue officer. 

Every rectifier and wholesale liquor dealer 
who refuses or neglects to keep such records 
in the form prescribed by the Commissioner, 
with the approval of the Secretary, or to 
make entries therein, or cancels, alters, or 
obliterates any entry therein (except for the 
purpose of correcting errors) or destroys any 
part of such records, or any entry therein, or 
makes any false entry therein, or hinders or 
obstructs any Internal revenue officer from 
inspecting such records or taking any ab¬ 
stracts therefrom, or neglects or refuses to 
preserve or produce such records as required 
by this chapter or by regulations Issued pur¬ 
suant thereto, shall pay a penalty of $100 
and, on conviction, shall be fined not less 
than $100 nor more than $5,000, and be Im¬ 
prisoned not less than three months nor 
more than three years. 

Every rectifier and wholesale liquor dealer 
who refuses or neglects to render transcripts 


or summaries in the form required by the 
Commissioner, with the approval of the Sec¬ 
retary, shall, upon conviction, be fined not 
more than $100 for each such neglect or re¬ 
fusal. 

(b) Transfer of Duties . For transfer of 
powers and duties of Commissioner and his 
agents, see section 3170. 

§ 194.0-5 Exemption of States from 
provisions of section 2857. 

2Q U. S. C. 2858. Exemption of states from 

PROVISIONS OF SECTION 28S7. 

The provisions at section 2857 shall not 
apply to States and Commonwealths and 
liquor stores operated by such States and 
Commonwealths that maintain and make 
available to Inspection by internal-revenue 
officers such records as will enable such offi¬ 
cers to readily trace all distilled spirits re¬ 
ceived and disposed of by them: Provided, 
That such States and Commonwealths, and 
the liquor stores operated by them, shall, 
upon the request of the Commissioner, fur¬ 
nish to the Commissioner such transcripts, 
summaries, and copies of their records as he 
shall require. 

§ 194.0-0 Limitation on purchases by 
rectifiers and dealers . 

26 U. S. C. 2860. Limitation on purchases 

BY RECTIFIERS AND DEALERS. 

It shall not be lawful for any rectifier of 
distilled spirits, or wholesale or retail liquor 
dealer, to purchase or receive any distilled 
spirits in quantities greater than twenty 
gallons from any person other th an an au¬ 
thorized rectifier of distilled spirits, distiller* 
or wholesale Liquor dealer. Every person who 
violates this section shall forfeit and pay 
$1,000: Provided, That this provision shall 
not be held to apply to Judicial sales, or to 
sales at public auction made by an auc¬ 
tioneer, or to sales upon which no special tax 
accrues as enumerated and provided for in 
section 3251. This section shall not be held 
to prohibit a rectifier or liquor dealer from 
purchasing, in quantities greater than 
twenty wine-gallons, the distilled spirits sold 
in one parcel as provided in section 3251 (c). 

§ 194.0-7 Regulation of traffic in con¬ 
tainers of distilled spirits . 

26 U. S. C. 2871. Regulation of TRAFFIC IN 
CONTAINERS OF DISTILLED SPIRITS. 

Whenever in his Judgment such action is 
necessary to protect the revenue, the Secre¬ 
tary is authorized, by the regulations 
prescribed by him, and permits issued there¬ 
under if required by him (1) to regulate the 
size, branding, marking, sale, resale, posses¬ 
sion. use, and re-use of containers (of a 
capacity of less than five wine-gallons) de¬ 
signed or intended for use for the sale at 
retail of distilled spirits ( within the meaning 
of such term as it is used in section 2803) 
for other than industrial use, and (2) to 
require, of persons manufacturing, dealing 
in, or using any such containers, the sub¬ 
mission to such inspection, the keeping of 
such records, and the filing of such reports 
as may be deemed by him reasonably neces¬ 
sary in connection therewith. Whoever will¬ 
fully violates the provisions of any regulation 
prescribed, or the terms or conditions of any 
permit issued, pursuant to the authoriza¬ 
tion contained in this section, and any officer, 
director, or agent of any corporation who 
knowingly participates in such violation, 
shall, upon conviction, be fined not more 
than $1,000 or be imprisoned for not more 
than two years, or both; and, notwithstand¬ 
ing any criminal conviction, the containers 
involved In such violation shall be forfeited 
to the United States, and may be seized and 
condemned by like proceedings as those pro¬ 
vided by law for forfeitures, seizures, and 
condemnations for violations of the Internal- 
revenue laws, and any such containers so 
seized and condemned shall be destroyed and 
not sold. Any requirements imposed under 


this section shall be In addition to any other 
requirements imposed by, or pursuant to 
law, and shall apply as well to persons not 
liable for tax under the internal-revenue laws 
as to persons so liable. 

§ 194.0-8 Exemption of industrial al¬ 
cohol plants and warehouses from cer¬ 
tain laivs . 

26 U. S. C. 3103. Exemption of industrial 

ALCOHOL PLANTS AND WAREHOUSES FROM CER¬ 
TAIN LAWS. 

Industrial alcohol plants and bonded ware¬ 
houses established under the provisions of 
this part shall be exempt from the provisions 
of sections 3154, 3244, 3258. 3259, 3260. 3263, 
3264, 3266. 3267, 3268, 3269, 3271, 32*13, 327^ 
3275, 3279, 3280, 3283, 3284, 3285, 328e] 3287 , 
3288. 3289, 3290, 3291, 3292, 3293, 3294, 3295, 
3302, 3303, 3307. 3308, 3309, 3310. 3311, 3312, 
3313, 3314, and 3327 of the Revised Statutes; 
sections 48 to 60, inclusive* and sections 62 
and 67 of the Act of August 27, 1894 
(Twenty-eighth Statutes, pages 563 to 568), 
as such sections existed on October 28, 1919, 
and from such other provisions of laws exist¬ 
ing on October 28. 1919, relating to distil¬ 
leries and bonded warehouses as may, by 
regulations, be declared inapplicable tio in¬ 
dustrial alcohol plants and bonded ware¬ 
houses established under this subchapter. 

Regulations may be made embodying any 
provision of the sections above enumerated. 

§ 194.0-9 Taxability of denatured al¬ 
cohol or articles produced, transferred, 
used, or sold in violation of law or regula¬ 
tions. 

26 U. S. C. 3111. Taxability of denatured 

ALCOHOL OR ARTICLES PRODUCED, TRANSFECTED, 
USED, OR SOLD IN VIOLATION OF LAW OR REGU¬ 
LATIONS. 

Any person who shall produce, withdraw, 
sell, transport, or use denatured alcohol, 
denatured rum, or articles in violation of 
laws or regulations now or hereafter In force 
pertaining thereto, and all such denatured 
alcohol, denatured rum, or articles shall be 
subject to all provisions of law pertaining to 
rlcohol that is not denatured, including 
those requiring the payment of tax thereon; 
and the person so producing, withdrawing, 
selling, transporting, or using the denatured 
alcohol, denatured rum, or articles shall be 
required to pay such tax. 

§ 194.0-10 Penalties and forfeitures . 

26 U. 3. C. 3159, Penalties and fo res t : ot . es. 

(a) Evasion of tax or noncompliance with 
requirements on brewers. Every owner, 
agent, or superintendent of any brewery, ves¬ 
sels, or utensils used In making fermented 
liquors, who evades or attempts to evade the 
payment of the tax thereon, or fraudulently 
neglects or refuses to make true and exact 
entry and report of the same in the manner 
required by law, or to do, or cause to be done, 
any of the things by law required to be done 
by him, or who Intentionally makes false 
entry in said book or In. said statement, or 
knowingly allows or procures the same to be 
done, shall— 

(1) Forfeitures. Fbrfeit, for every such 
offense, all the liquors made by him or for 
him, and all the vessels, utensils, and appa¬ 
ratus used In making the same, and 

(2) Penalties. Be liable to a penalty of 
not less than $500 nor more than $1,000, to be 
recovered with costs of suit, and shall be 
deemed guilty of a misdemeanor, and be im¬ 
prisoned for a term not exceeding one year, 

(b) Neglect to keep books or furnish ac¬ 
counts. Every brewer who neglects to keep 
books or refuses to furnish the account and 
duplicate thereof as provided by law, or re¬ 
fuses to permit the proper officer to examine 
the books in the manner provided, shall, for 
every such refusal or neglect, forfeit and pay 
the sum of $300. 

(e) Flagrant and willful removal of malt 
liquors without tax payment. For flagrant 
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and willful removal of taxable malt liquors 
for consumption or sale, without payment 
of tax thereon, all the right, title, and inter¬ 
est of each person, who has knowingly suf¬ 
fered or permitted such removal or has 
connived at the same, in the lands and build¬ 
ings constituting the brewery premises and 
bottling house shall be forfeited by a pro¬ 
ceeding in rem in the District Court of the 
United States having Jurisdiction thereof. 

(d) Fraud or neglect in affixing or can¬ 
celing stamps. Every brewer who refuses or 
neglects to affix and cancel, in the manner 
provided under section 3152 (b). the stamps 
required by law, or who affixes a false or 
fraudulent stamp, or knowingly permits the 
same to be done, shall pay a penalty of $100 
for each hogshead, barrel, or keg on which 
such omission or fraud occurs, and be im¬ 
prisoned not more than one year. 

(e) Sale, removal, or receipt without 
proper stamp or permit. Whenever any 
brewer, cartman, agent for transportation, 
or other person, sells, removes, receives, or 
purchases, or in any way aids in the sale, 
removal, receipt, or purchase, of any fer¬ 
mented liquor contained in any hogshead, 
barrel, keg, or other vessel from any brewery 
or brewery warehouse, upon which the stamp, 
or permit. in case of removal, required by law, 
has uot been affixed, or on which a false or 
fraudulent stamp, or permit, in case of re¬ 
moval. is affixed, with knowledge that It is 
auch, or on which a stamp, or permit, in case 
of removal, once canceled, is used a second 
time, he shall be fined $100 and imprisoned 
for not more than one year. 

(f) Withdrawal from improperly stamped 
containers or without destroying stamps, 
penalty. Whenever any retail dealer, or other 
person, withdraws or aids In the withdrawal 
of any fermented liquor from any hogshead, 
barrel, keg. or other vessel containing the 
same, without destroying or defacing the 
stamp affixed thereon, or withdraws or aids 
in the withdrawal of any fermented liquor 
from any hogshead, barrel, keg, or other ves¬ 
sel. upon which the proper stamp has not 
been affixed or on which a false or fraudulent 
stamp is affixed, he shall be fined $100 and 
Imprisoned not more than one year, 

(g) Counterfeiting stamps and permits 
and trafficking in used stamps, penalty . 
Every person who makes, sells, or uses any 
false or counterfeit stamp or permit, or die 
lor printing or making stamps or permits, 
which is in imitation of or purports to be 
n lawful stamp, permit, or die of the kind 
before mentioned in this chapter, or who 
procures the same to be done, and every 
person who shall remove, or cause to be 
removed, from any cask or package of fer¬ 
mented liquors, any stamp denoting the tax 
thereon, with intent to reuse such stamp, 
or who, with Intent to defraud the revenue, 
knowingly uses, or permits to be used, any 
stamp removed from another cask or pack¬ 
age, or receives, buys, sells, gives away, or 
has in his possession, any stamp so removed, 
or makes any fraudulent use of any stamp 
for fermented liquors, shall be fined not less 
than $ioo nor more than $1,000, and im¬ 
prisoned not less than six months nor more 
than three years. 

Ih) Possession with tax not paid, forfei¬ 
ture. The ownership or possession by any 
person of any fermented liquor after its 
sale or removal from the brewery or ware¬ 
house, or other place where it was made, 
upon which the tax required has not been. 
Paid, shall render such liquor liable to sei- 
2Ure wherever found, and to forfeiture, re¬ 
moval under said permits excepted. 

And the absence of the proper stamps 
from any hogshead, barrel, keg, or other 
vessel containing fermented liquor, after Its 
sale or removal from the brewery where it 
made, or warehouse as aforesaid, shall 
be notice to all persons that the tax has not 
been paid thereon, and shall be prima facie 
evidence of the nonpayment thereof. 
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(1) Removal or defacement of stamps by 
others than the oumer. Every person, other 
than the purchaser or owner of any fer¬ 
mented liquor, or person acting on his be¬ 
half, or as his agent, who intentionally 
removes or defaces the stamp or permit 
affixed upon the hogshead, barrel, keg, or 
other vessel. In which the same is contained, 
shall be liable to a fine of $50 for each such 
vessel from which the stamp or permit is so 
removed or defaced, and to render compen¬ 
sation to such purchaser or owner for all 
damages sustained by him therefrom. 

(j) Fraudulent removal of bottled fer¬ 
mented malt liquors. Any brewer or other 
person who removes or in any way aids in 
the removal from any brewery or brewery 
bottling house of cny bottled fermented malt 
liquors on which the required tax has not 
been paid shall be fined $100 and imprisoned 
for not more than one year. 

(k) Intentional removal or defacement of 
manufacturer’s marks on containers. For 
penalty imposed for intentional removal or 
defacement of manufacturer's marks re¬ 
quired upon a hogshead, barrel, keg, or other 
vessel containing fermented liquor, see sec¬ 
tion 3155 (f). 

* • • • • 

§ 194.0-11 Tax. 

26 U. S. C. 3250. Tax. 

(a) Wholesale dealers in liquors — (1) In 
general. Wholesale dealers In liquors shall 
pay a special tax of $200. 

(2) Wholesale dealers in liquors dealing in 
wines or wines and malt liquors. For the 
designation of wholesale dealers In liquors 
as wholesale dealers in wines or wholesale 
dealers in wines and malt liquors, and the 
issuance of the appropriate special tax 
stamps, see section 3254 (b). 

(3) Retailers selling at wholesale. Except 
as provided in section 3254 (c) (2), a quali¬ 
fied retail dealer in liquors may not sell dis¬ 
tilled spirits, wines, or malt liquors in quan¬ 
tities of five wine-gallons or more to the 
same person at the same time without in¬ 
curring liability to special tax as a wholesale 
dealer in liquors. 

(4) Distillers selling at wholesale. No 
distiller who has given the required bond 
and who sells only distilled spirits of his own 
production at the place of manufacture, or 
at the place of storage in bond, in the 
original packages to which the tax-paid 
stamps are affixed, shall be required to pay 
the special tax of a wholesale dealer in 
liquors on account of such sales. 

(5) Retail dealers in liquidation. For ex¬ 
emption *of retailers liquidating entire stock 
from payment of special tax as wholesalers, 
see section 3251 (c). 

(6) Creditors, fiduciaries, officers of court, 
and partners. For exemption of creditors, 
fiduciaries, officers of court, and partners 
from the payment of any special tax by 
reason of casual sales, see section 3251 (a) 
and (b). 

(b) Retail dealers in liquors — (1) In gen¬ 
eral. Except as provided in paragraph (3) 
of subsection (e), retail dealers in liquors 
shall pay a special tax of $50. 

(2) Retail drug stores or pharmacies. The 
tax required to be paid by paragraph (1) 
shall in.the case of a retail drug store or 
pharmacy making sales of liquors through 
a duly licensed pharmacist, be designated 
as a "medicinal spirits stamp tax.” 

(3) Retail dealers in liquors dealing in 
wines or wines and malt liquors. For the 
designation of retail dealers in liquors as 
retail dealers in wines and malt liquors, and 
the issuance of appropriate special tax 
stamps, see section 3254 (c) (1). 

(4) Wholesalers selling at retail. A quali¬ 
fied wholesale dealer in liquors may not sell 
distilled spirits, wines, or malt liquors in 
quantities of less than five wine gallons 
without incurring liability to special tax as 
a retail dealer in liquors. 
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(5) Creditors, fiduciaries, officers of court, 
and partners. For exemption of creditors, 
fiduciaries, officers of court, and partners 
from the payment of any special tax by 
reason of casual sales, see section 3251 (a) 
and (b). 

(c) Brewers — (1) In general. Brewers 
shall pay $110 in respect of each brewery: 
Provided, That any brewer of less than 500 
barrels a year shall pay the sum of $55. 

(2) Cross reference. For effect upon spe¬ 
cial tax of purchases or sales of malt liquors 
by brewers, see paragraph (3) of subsection 
(d). 

(d) Wholesale dealers in malt liquors — 

(1) In general. Wholesale dealers In malt 
liquors shall pay a special tax of $100. 

(2) Retailers selling at wholesale. A 
qualified retail dealer in malt liquors may 
not sell such liquors in quantities of five 
gallons or more to the same person at the 
same time without incurring liability to spe¬ 
cial tax as a wholesale dealer in malt liquors. 
No retail dealer In malt liquors shall be held 
to be a wholesale dealer In malt liquors solely 
by reason of sales of five gallons or more to 
the same person at the same time if such 
sales are for immediate consumption on the 
premises where sold. 

(3) Brewers selling at wholesale. No 
brewer shall be obliged to pay special tax as 
a dealer by reason of selling In the original 
stamped hogsheads, barrels, or kegs, whether 
at the place of manufacture or elsewhere, 
malt liquors manufactured by him, or pur¬ 
chased and procured by him in his own hogs¬ 
heads, barrels, or kegs, under provisions of 
section 3155 (f), but the quantity of malt 
liquors so purchased shall be Included in 
calculating the liability to brewers’ special 
tax of both the brewer who manufactures 
and sells the same and the brewer who pur¬ 
chases the same. 

(4) Retail dealers in liquidation. For ex¬ 
emption of retailers liquidating entire stock 
from payment of special tax as wholesalers, 
see section 3251 (c). 

(e) Retail dealers in malt liquors — (1) In 
general. Retail dealers In malt liquors shall 
pay a special tax of $22. 

(2) Wholesalers selling at retail. A quali¬ 
fied wholesale dealer in malt liquors may not 
sell such liquors In quantities of less than 
five gallons without incurring liability to 
special tax as a retail dealer In malt liquors. 

(3) Persons selling to entertainments and 
outings. Notwithstanding the provisions of 
this part, each person making sales of fer¬ 
mented malt liquor or wine to the members, 
guests, or patrons of bona-fide fairs, reun¬ 
ions. picnics, carnivals, or other similar out¬ 
ings, and each fraternal, civic, church, labor, 
charitable, benevolent, or ex-service men's 
organization making sales of fermented malt 
liquor or wine on the occasion of any kind 
of entertainment, dance, picnic, bazaar, or 
festival held by it. if such person or organiza¬ 
tion is not otherwise engaged in business as 
a wholesale or retail liquor dealer or as a 
wholesale or retail malt liquor dealer, shall 
pay, before any such sales are made and In 
lieu of the special taxes imposed by para¬ 
graph (1) of this subsection and of subsec¬ 
tion (b) a special tax of $2.20 as a retail 
dealer In malt liquors, if fermented malt 
liquor only is sold, or a special tax of $2.20 
as a retail dealer in liquors if wine only, or 
wine and fermented malt liquor only, are 
sold for each calendar month In which any 
such sales are made. 

(4) Brewers selling at retail. No collec¬ 
tion of special tax as a retail dealer In malt 
liquors shall be made from brewers for sell¬ 
ing malt liquors of their own manufacture 
in the original stamped eighth-barrel pack¬ 
ages. 

(5) Other provisions. For other provi¬ 
sions relating to brewers as dealers, see par¬ 
agraph (3) of subsection (d). 

(6) Transfer of duties. For transfer of 
the powers and duties of the Commissioner 
and his agents, see section 3170. 
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(g) Winemakers. Nothing In this chapter 
or chapter 26 shall be construed to impose 
a special tax upon winemakers who have 
qualified as such under the internal-revenue 
laws and regulations, and who sell wines of 
their own production where the same are 
made or at the general business office of 
Buch winemaker: Provided, That no wine¬ 
maker shall have more than one place of 
business for the sale of such wine that shall 
be exempt from the special tax. 

(h) Apothecaries. No special tax shall be 
Imposed upon apothecaries as to wines or 
spirituous liquors which they use exclusively 
in the preparation or making up of medicines 
unfit for use for beverage purposes. 

* * • » • 

(k) Cross reference. For transfer of the 
powers and duties of the Commissioner and 
his agents, see section 3170. 

* • • « * 

§ 194.0-12 Casual sales. 

26 U. S. C. 3251. Casual sales. 

(a) By creditors, fiduciaries, and officers of 
court. No special tax shall be held to accrue 
on a sale of distilled spirits, wines, or malt 
liquors made by a person who is not other¬ 
wise a dealer In liquors, where such spirits, 
wines, or liquors have been received by the 
person so selling as security for or in payment 
of a debt, or as executor, administrator, or 
other fiduciary, or have been levied on by 
any officer, under order or process of any 
court or magistrate, and where such spirits 
are sold by such person in one parcel only, 
or at public auction in parcels not less than 
twenty wine-gallons. 

(b) By retiring or deceased partners to in - 
coming or remaining partners. No special 
tax shall be held to accrue on a sale of dis¬ 
tilled spirits, wines, or malt liquors made by 
a retiring partner, or the representatives of a 
deceased partner to the Incoming, remaining, 
or surviving partner or partners of a firm. 

(c) By retail dealers in liquidation . The 
special tax of a wholesale dealer in liquors 
or wholesale dealer in malt liquors shall not 
be held to apply to a retail dealer in liquors 
or a retail dealer in malt liquors, because of 
such retail dealer selling out his entire stock 
of liquors in one parcel, or in parcels em¬ 
bracing not less than his entire stock of dis¬ 
tilled spirits, of wines, or of malt liquors. 
Section 2860 shall not be held to prohibit a 
rectifier or liquor dealer from purchasing, in 
quantities greater than twenty wine-gallons, 
the distilled spirits sold in one parcel as 
aforesaid. 

§ 194.0-13 Retail liquor dealers 9 rec¬ 
ords . 

20 U. S. C. 3252. Retail liquor dealers' rec¬ 
ords. 

(a) Requirement. Each retail liquor 
dealer shall provide at his own expense, and 
keep in his place of business, a record in book 
form, or shall keep all invoices of, and bills 
for, all distilled spirits, wines, and fermented 
malt liquors received, the quantity thereof, 
and from whom and the date when received. 

(b) Inspection. Such records, invoices, 
and bills shall be open to Inspection during 
the usual business hours of the retailer by 
Government officers upon identification and 
request. 

(c) Preservation. Such records, Invoices, 
and bills shall be kept for a period of two 
years after the time of the transactions to 
which they relate. 

(d) Penalty. For each willful violation of 
the provisions hereof the retailer shall be 
subject to a fine of $25. 

§ 194.0-14 Penalties and forfeitures 
for nonpayment of special tax. 

26 U. S. C. 3253. Penalties and forfeitures 

FOR NONPAYMENT OF SPECIAL TAX. 

Any person who shall carry on the business 
of a brewer, rectifier, wholesale liquor dealer, 
retail liquor dealer, wholesale dealer in malt 


liquors, retail dealer In malt liquors, or man¬ 
ufacturer of stills, and willfully falls to pay 
the special tax as required by law, shall, for 
every such offense, be fined not less than $100 
nor more than $5,000 and be imprisoned for 
not less than thirty days nor more than two 
years. And all distilled spirits or wines, and 
all stills or other apparatus, fit or intended 
to be used for the distillation or rectifica¬ 
tion of spirits, or for the compounding of 
liquors, owned by such person, wherever 
found, and all distilled spirits or wines and 
personal property found in the distillery or 
rectifying establishment, or in any building, 
room, yard, or enclosure connected therewith 
and used with or constituting a part of the 
premises, shall be forfeited to the United 
States. 

§ 194.0-15 Definitions . 

26 U. S. C. 3254. Definitions. 

(a) Distiller. For definition of distiller, 
see section 2809 (a). 

(b) Wholesale dealer in liquors. Except as 
otherwise provided, every person who sells, 
or offers for sale, foreign or domestic distilled 
spirits, wines, or malt liquors in quantities 
or five wine-gallons or more to the same 
person at the same time, shall be regarded as 
a wholesale dealer in liquors: Provided, That 
the Commissioner may. by regulations, with 
the approval of the Secretary, provide for 
the Issuance of a stamp denoting payment of 
such special tax as a "wholesale dealer in 
wines” or a "wholesale dealer in wines and 
malt liquors" if, as the case may be. wines 
only, or wines and malt liquors only, are 
sold by a wholesale dealer in liquors. 

(c) Retail dealer in liquors. Except as 
otherwise provided, (1) every person who 
sells, or offers for sale, foreign or domestics 
distilled spirits, wines, or molt liquors in less 
quantities than five wine-gallons to the same 
person at the same time, shall be regarded 
as a retail dealer in liquors: Provided, That 
the Commissioner may, by regulations, with 
the approval of the Secretary, provide for the 
issuance of a stamp denoting payment of 
such special tax as a "retail dealer in wines" 
or a "retail dealer in wines and malt liquors'* 
if, as the case may be, wines only, or wines 
and malt liquors only, are sold by a retail 
dealer in liquors. 

(2) No retail dealer in liquors shall be 
held to be a wholesale dealer in liquors solely 
by reason of sales of five wine-gallons or more 
to the same person at the same time IX such 
sales are for immediate consumption on the 
premises where sold. 

• • • • • 

(e) Wholesale dealer in malt liquors. Ex¬ 
cept as otherwise provided, every person who 
sells, or offers for sale, malt liquors in quan¬ 
tities of five gallons or more, to the same 
person at the same time, and who does not 
deal in distilled spirits or wines at wholesale, 
shall be regarded as a wholesale dealer In 
malt liquors. 

(f) Retail dealer in malt liquors. Except 
as otherwise provided, every person who sells, 
or offers for sale, malt liquors in less quan¬ 
tities than five gallons to the same person 
at the same time, and does not deal in dis¬ 
tilled spirits or wines, shall be regarded as a 
retail dealer in malt liquors. 

• • • • • 

5 194.0-16 Liability in case of business 
in more than one location. 

26 U. S. C. 3255. Liability in case of busi¬ 
ness IN MORE THAN ONE LOCATION. 

(a) Retail dealers in liquors or malt 
liquors. Any retail dealer in liquors or re¬ 
tail dealer in malt liquors whose business is 
such as to require him to travel from place 
to place in different States of the United. 
States may, under regulations prescribed by 
the Commissioner, with the approval of the 
Secretary, procure a special-tax stamp "At 
large" covering his activities throughout the 
United States with the payment of but one 
special tax as a retail dealer In liquors or as a 


retail dealer In malt liquors, as the case may 
be. 

(b) Dealers in liquors or malt liquors. 
Nothing contained in this chapter shall pre¬ 
vent the issue, under such regulations as tha 
Commissioner may prescribe, of special tax 
stamps to persons carrying on the business 
of retail dealers In liquors, or retail dealers 
in malt liquors, upon passenger railroad 
trains or upon steamboats or other vcss-.eia 
engaged in the business of carrying pas¬ 
sengers. 

(c) Dealers in liquors or malt liquors mak¬ 
ing sales on purchaser dealers’ premises. 
No wholesale or retail dealer in liquorM or 
wholesale or retail dealer in malt liquors who 
has paid the special tax as such a dealer 
shall again be required to pay special tax 
as such dealer on account of sales of beer, 
lager beer, ale, porter, or other similar fer¬ 
mented malt liquor to wholesale or retail 
dealers In liquors or wholesale or retail 
dealers in malt liquors consummated at the 
purchaser’s place of business covered by tha 
stamp issued to him to denote the payment 
of the special tax imposed upon such dealers. 

§ 194.0-17 Registration. 

26 U. S. C. 3270. Registration. 

(a) Requirements. Every person engaged 
in any trade or business on which a special 
tax is imposed by law shall register with the 
collector of the district his name or style, 
place of residence, trade or business, and the 
place where such trade or business is to be 
carried on. In case of a firm or company, 
the names of the several persons constituting 
the sa me , and the places of residence, shall 
be so registered. 

(b) Cross references . 

• • • • • 

§ 194.0-18 Payment of tax. 

26 U. S. C. 3271. Payment of tax. 

(a) Condition precedent to doing business. 
No person shall be engaged in or carry on. any 
trade or business mentioned in this chapter 
until he has paid a special tax therefor in 
the manner provided in this chapter. 

(b) Due date. All special taxes shall be¬ 
come due on the 1st day of July in each year, 
or on commencing any trade or business on 
which such tax is Imposed. In the former 
case the tax shall be reckoned for one year, 
and In the latter case it shall be reckoned 
proportionately, from the 1st day of the 
month in which the liability to a special tar 
commenced, to and including the 30th day of 
June following. 

(c) How paid —(I) Stamp. AIT special 
taxes Imposed by law. Including the tax on 
stills or worms, shall be paid by stamps de¬ 
noting the tax. 

(2) Assessment. For authority of Com¬ 
missioner to make assessments where the 
special taxes have not been duly paid by 
stamp, at the time and in the manner pro¬ 
vided by law. see section 3640. 

§ 194.0-19 Returns. 

26 U. S. C. 3272. Returns. 

(a) Time for filing. It shall be the duty 
of the special taxpayers to render their re¬ 
turns with remittances to the collector at 
such times within the calendar month in 
which the special tax liability commenced as 
shall enable him to receive such returns, 
duly signed and verified, together with the 
remittances, not later than the last day of 
the month, except In cases of sickness or 
absence, as provided for in section 3634. 

(b) Transfer of duties. 

• • • • • 

(c) Penalties. For penalties imposed for 
failure to file returns or for making false or 
fraudulent returns, see section 3612. 

§ 194.0-20 Stamps. 

26 U. S. C. 3273. Stamps. 

(a) Supply. The Commissioner Is required 

to procure appropriate stamps for the pay- 
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ment of all special taxes Imposed by law, 
including the tax on stills or worms; and the 
provisions of section 2802 (a) and of sections 
3300, 3301. and 3302, and all other provisions 
o i jaw relating to the preparation and Issue 
of stamps for distilled spirits, fermented 
liquors, tobacco, and cigars, shall, so far as 
applicable, extend to and include such stamps 
for special taxes; and the Commissioner 
shall have authority to make all needful regu¬ 
lations relative thereto. 

(b) Posting . Every person engaged in any 
business, avocation, or employment, who is 
thereby made liable to a special tax, shall 
place and keep conspicuously in his estab¬ 
lishment or place of business all stamps 
denoting the payment of said special tax. 

(c) Transfer of duties . 

• • • • • 

§ 194.0-21 Penalties relating to post - 
ing of special tax stamp . 

26 U. S. C. 3274. Penalties relating to 

POSTING OF SPECIAL TAX STAMP. 

Any person who shall, through negligence, 
fall to place and keep stamps denoting the 
payment of the special tax as provided in 
section 3273 (b) shall be liable to a penalty 
equal to the special tax for which his busi¬ 
ness rendered him liable, and the costs of 
prosecution; but in no case shall said pen¬ 
alty be less than *10. And where the failure 
to comply with the provisions of section 3273 
(b) shall be through willful neglect or re¬ 
fusal, then the penalty shall be double the 
amount above prescribed: Provided , That 
nothing in this section shall in any way 
affect the liability of any person for exercis¬ 
ing or carrying on any trade, business, or 
profession, or doing any act for the exercis¬ 
ing, carrying on, or doing of which a special 
tax is imposed by law. without the payment 
thereof. 

5 194.0-22 List of special-taxpayers 
for public inspection. 

20 U. 8 . C. 3275. List of special-taxpayers 
rox PUBLIC INSPECTION. 

(a) In collector’s office. Each collector 
shall, under regulations of the Commissioner, 
place and keep conspicuously in his office, for 
public inspection, an alphabetical list of the 
names of all persons who shall have paid 
special taxes within his district, and shall 
state thereon the time, place, and business 
for which such special taxes have been paid, 
and upon application of any prosecuting offi¬ 
cer of any State, county, or municipality, he 
ahall furnish a certified copy thereof, as of 
a public record, for which a fee of *1 for each 
one hundred words or fraction thereof in 
the copy or copies so requested, may be 
charged. 

(b) Transfer of duties. 

• * • • • 

§ 194.0-23 Application of State lam. 

20 U. 8. C. 3276. Application of state laws. 

The payment of any tax imposed by the 
Internal revenue laws for carrying on any 
trade or business shall not be held to exempt 
any person from any penalty or punishment 
provided by the laws of any State for carry¬ 
ing on the same within such State, or in any 
manner to authorize the commencement or 
continuance of such trade or business con¬ 
trary to the laws of such State or in places 
prohibited by municipal law; nor shall the 
payment of any such tax be held to prohibit 
any State from placing a duty or tax on the 
same trade or business, for State or other 
purposes. 

§ 194.6-24 Liability of partners. 

26 U. S. C. 3277. Liability op partners. 

Any number of persons doing business in 
copartnership at any one place shall be re¬ 
quired to pay but one special tax. 
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§ 194.0-25 Liability in case of business 
in more than one location . 

26 U. S. C. 3278. Liability in case of busi¬ 
ness IN MORE THAN ONE LOCATION. 

The payment of the special tax Imposed 
shall not exempt from an additional special 
tax the person carrying on a trade or busi¬ 
ness In any other place than that stated in 
the collector's register; but nothing herein 
contained shall require a special tax for the 
storage of goods, wares, or merchandise in 
other places than the place of business, nor, 
except as provided in this chapter for th© 
sale by manufacturers or producers of their 
own goods, wares, and merchandise, at the 
place of production or manufacture, and at 
their principal office or place of business, 
provided no goods, wares, or merchandise 
shall be kept except as samples at said office 
or place of business. 

§ 194.0-26 Liability in case of different 
businesses of same ownership and Joca- 
tion. 

26 TJ. S. C. 3279. Liability in case of dif¬ 
ferent BUSINESSES OF SAME OWNERSHIP AND 
LOCATION. 

Whenever more than one of the pursuits 
or occupations described in this chapter are 
carried on in the same place by the same 
person at the same time, except as other¬ 
wise provided in this chapter, the tax shall 
be paid for each according to the rates sever¬ 
ally prescribed. 

§ 194.0-27 Liability in case of death or 
change of location. 

26 U. S. C. 3280. Liability in case of death 

OR CHANGE OF LOCATION. 

(a) Requirements. When any person who 
has paid the special tax for any trade or 
business dies, his wife or child, or executors 
or administrators or other legal representa¬ 
tives. may occupy the house or premises, 
and in like manner carry on, for the residue 
of the term for which the tax is paid, the 
same trade or business as the deceased before 
carried on, in the same house and upon the 
same premises, without the payment of any 
additional tax. And when any person re¬ 
moves from the house or premises for which 
any trade or business was taxed to any other 
place, he may carry on the trade or business 
specified in the collector's register at the 
place to which he removes, without the pay¬ 
ment of any additional tax: Provided, That 
all cases of death, change, or removal, as 
aforesaid, with the name of the successor to 
any person deceased, or of the person making 
such change or removal, shall be registered 
with the collector, under regulations to be 
prescribed by the Commissioner. 

(b) Registration. 

• • • • • 

(c) Transfer of duties. 

• m • • • 

§ 194.0-28 Establishment and altera¬ 
tion. 

26 U. S. C. 3300. Establishment and al¬ 
teration. 

(a) Authorization . The Commissioner, 
with the approval of the Secretary, may 
establish and, from time to time, alter or 
change the form, style, character, material, 
and device of any stamp, mark, or label used 
under any provision of the laws relating to 
internal revenue. 

(b) Application of penalty and forfeiture 
provisions. All pains, penalties, fines, and 
forfeitures provided by law relating to inter¬ 
nal revenue stamps shall apply to and have 
full force and effect In relation to any and 
all stamps so established by the Commis¬ 
sioner. 

(c) Cross references . For other provisions 
giving the Commissioner general authority 


to establish, alter, and renew stamps, see 
section 3901 (a) (2). 

• # • • • 

§ 194.0-29 Redemption of stamps. 

26 U. S. C. 3304. Redemption of stamps. 

(a) Authorization. The Commissioner, 
subject to regulations prescribed by the Sec¬ 
retary, may, upon receipt of satisfactory evi¬ 
dence of the facts, make allowance for or 
redeem such of the stamps, Issued under 
authority of law, to denote the payment of 
any internal revenue tax, as may have been, 
spoiled, destroyed, or rendered useless or un¬ 
fit for the purpose intended, or for which 
the owner may have no use, or which 
through mistake may have been Improperly 
or unnecessarily used, or where the rates or 
duties represented thereby have been exces¬ 
sive In amount, paid in error, or In any 
manner wrongfully collected. 

(b) Method and conditions of allowance. 
Such allowance or redemption may be made, 
either by giving other stamps in lieu of the 
stamps so allowed for or redeemed, or by 
refunding the amount or value to the owner 
thereof, deducting therefrom, in case of re¬ 
payment. the percentage. If any. allowed to 
the purchaser thereof; but no allowance or 
redemption shall be made in any case until 
the stamps so spoiled or rendered useless 
shall have been returned to the Commis¬ 
sioner, or until satisfactory proof has been 
made showing the reason why the same can¬ 
not be returned; or, if so required by the 
said Commissioner, when the person pre¬ 
senting the same cannot satisfactorily trace 
the history of said stamps from their is¬ 
suance to the presentation of his claim as 
aforesaid. 

(c) Time for filing claims. No claim for 
the redemption of or allowance for stamps 
shall be allowed unless presented within 
four years after the purchase of such stamps 
from the Government. 

(d) Finality of Commissioner’s decisions. 

The finding of facts in and the decision of 
the Commissioner upon the merits of any 
claim presented under or authorized by this 
section 6hall, in the absence of fraud or 
mistake in mathematical calculation, be final 
and not subject to revision by any account¬ 
ing officer. i 

• • • • • f 

§ 194.0-30 Period of limitation upon 
refunds and credits. 

26 U. S. C. 3313. Period of limitation upon 

REFUNDS AND CREDITS. 

All claims for the refunding or crediting 
of any Internal revenue tax alleged to have 
been erroneously or illegally assessed or col¬ 
lected, or of any penalty alleged to have been 
collected without authority, or of any sum 
alleged to have been excessive or in any 
manner wrongfully collected must, except as 
otherwise provided by law in the case of In¬ 
come, war-profits, excess-profits, estate, and 
gift taxes, be presented to the Commissioner 
within four years next after the payment of 
such tax, penalty, or sum. The amount of 
the refund (In the case of taxes other than 
Income, war-profits, excess-profits, estate, 
and gift taxes) shall not exceed the portion 
of the tax, penalty, or sum paid during the 
four years immediately preceding the filing 
of the claim, or if no claim was filed, then 
during the four years immediately preceding 
the allowance of the refund. 

§ 194.0-31 Entry of premises for ex¬ 
amination of taxable objects. 

26 U. S. C. 3601. Entry of premises fob 
examination of taxable objects. 

(a) Authority —(1 ) Entry during day. Any 
collector, deputy collector. Internal revenue 
agent, or Inspector may enter, in the daytime, 
any building or place where any articles os 
objects subject to tax are made, produced, 
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or kept, within his district, so far as It may 
be necesscuy for the purpose of examining 
said articles or objects. 

§ 194.0-32 Returns executed by Com¬ 
missioner or Collector. 

26 U. Si. C. 3612. Returns executed by com¬ 
missioner OR COLLECTOR. 

(a) Authority of collector . If any person 
fails to make and file a return or list at the 
time prescribed by law or by regulation made 
under authority of law, or makes, willfully or 
otherwise, u false or fraudulent return or list, 
the collector or deputy collector shall make 
the return or list from his own knowledge 
and from such information as he can obtain 
through testimony or otherwise. 

(b) Authority of Commissioner . In any 
such case the Commissioner may, from his 
own knowledge and from such information 
as he can obtain through testimony or other¬ 
wise— 

(1) To make return. Make a return, or 

(2) To amend collector’s return. Amend 
any return made by a collector or deputy 
collector. 

(c) Legal status of returns. Any return 
or list so made and subscribed by the Com¬ 
missioner, or by a collector or deputy collector 
and approved by the Commissioner, shall be 
prima facie good and sufficient for all legal 
purposes. 

(d) Additions to tax —(1) Failure to file 
return. In case of any failure to make and 
file a return or list within the time prescribed 
by law, or prescribed by the Commissioner 
or the collector in pursuance of law, the 
Commissioner shall add to the tax 25 per 
centum of its amount, except that when a 
return is filed after such time and it is shown 
that the failure to file it was due to a reason¬ 
able cause and not to willful neglect, no such 
addition shall be made to the tax: Provided, 
That In the case of a failure to make and file 
a return required by law. within the time pre¬ 
scribed by law or prescribed by the Commis¬ 
sioner in pursuance of law, if the last date 
so prescribed for filing the return is after 
August 30, 1935, then there shall be added to 
the tax, in lieu of such 25 per centum: 5 per 
centum if the failure is for not more than 30 
days, with an additional 5 per centum for 
each additional 30 days or fraction thereof 
during which failure continues, not to ex¬ 
ceed 25 per centum in the aggregate. 

(2) Fraud. In case a false or fraudulent 
return or list is willfully made, the Commis¬ 
sioner shall add to the tax 50 per centum of 
its amount. 

(3) Cross reference . For additions to tax 
In the case of income tax, see sections 291 
and 293, and in the case of a deficiency in gift 
tax, see section 1019. 

(e) Collection of additions to tax. The 
amount added to any tax under paragraphs 
(1) and (2) of subsection (d) shall be col¬ 
lected at the same time and in the same 
manner and as a part of the tax unless the 
tax has been paid before the discovery of the 
neglect, falsity, or fraud, in which case the 
amount so added shall be collected in the 
same manner as the tax. 

(f) Determination and assessment. The 
Commissioner shall determine and assess all 
taxes, other than stamp taxes, as to which 
returns or lists are so made under the provi¬ 
sions of this section. 

§ 194.0-33 Extension of time for filing 
returns. 

26 U. S. C. 3634. Extension op time for pil¬ 
ing RETURNS. 

If the failure to file a return (other 
than a return of income tax) or list at the 
time prescribed by law or by regulation made 
under authority of law is due to sickness or 
absence, the collector may allow such further 
time, not exceeding thirty days, for making 
and filing the return or list as he deems 
proper. 


§ 194.0-34 Payment by check and 
money orders. 

26 U. S. C. 3656. Payment by check and 
money orders. 

(a) Certified, cashiers’, and treasurers’ 
checks and money orders —(1) Authority to 
receive. It shall be lawful for collectors to 
receive for internal revenue taxes or in pay¬ 
ment of stamps to be used in payment of 
Internal revenue taxes certified, cashiers’ and 
treasurers’ checks drawn on National and 
State banks and trust companies, and United 
States postal, bank, express, and telegraph 
money orders, during such time and under 
such regulations as the Commissioner, with 
the approval of the Secretary, may prescribe. 

(b) Other checks .—(1) Authority to re¬ 
ceive. Collectors may receive checks in ad¬ 
dition to those specified in subsection (a) 
in payment of taxes other than those payable 
by stamp during such time and under such 
rules and regulations as the Commissioner, 
with the approval of the Secretary, shall 
prescribe. 

§ 194.0-35 Receipts for taxes. 

26 U. S. C. 3659. Receipts for taxes. 

(a) In general. Every collector and dep¬ 
uty collector shall give receipts for all sums 
collected by him. excepting only when the 
same are in payment for stamps sold and 
delivered; but no collector or deputy collector 
shall issue a receipt in lieu of a stamp rep¬ 
resenting a tax. 

• • • • • 

§ 194.0-36 Authority to make abate - 
ments, credits, and refunds. 

26 U. S. C. 3770. Authority to make abate¬ 
ments, credits, and refunds. 

(a) To taxpayers —(1) Assessments and 
collections generally. Except as otherwise 
provided by law in the case of Income, estate, 
and gift taxes, the Commissioner, subject to 
regulations prescribed by the Secretary, is 
authorized to remit, refund, and pay back all 
taxes erroneously or illegally assessed or col¬ 
lected, all penalties collected without au¬ 
thority, and all taxes that appear to be 
unjustly assessed or excessive in amount, or 
in any manner wrongfully collected. 

(2) Assessments and collections after lim¬ 
itation period. Any tax (or any interest, 
penalty, additional amount, or addition to 
6 uch tax) assessed or paid after the expira¬ 
tion of the period of limitation properly 
applicable thereto shall be considered an 
overpayment and shall be credited or re¬ 
funded to the taxpayer if claim therefor is 
filed within the period of limitation for filing 
such claim. 

(3) Date of allowance. Where the Com¬ 
missioner has signed a schedule of over¬ 
assessments in respect of any internal reve¬ 
nue tax imposed by this title, the Revenue 
Act of 1932, or any prior revenue Act, the 
date on which he first signed such schedule 
(if after May 28. 1928) shall be considered 
as the date of allowance of refund or credit 
in respect of such tax. 

(4) Credit of overpayment of one class of 
tax against another class of tax due. Not¬ 
withstanding any provision of law to the 
contrary, the Commissioner may, in his dis¬ 
cretion, In lieu of refunding an overpayment 
of tax imposed by any provision of this 
title, credit such overpayment against any 
tax due from the taxpayer under any other 
provision of this title. 

(5) Delegation of authority to collectors 
to make refunds. The Commissioner, with 
the approval of the Secretary, is authorized 
to delegate to collectors any authority, duty, 
or function which the Commissioner is au¬ 
thorized or required to exercise or perform 
under paragraph (1), (2), (3), or (4) of 
this subsection, or under section 322 or 1027, 
where the amount Involved (exclusive of 
interest, penalties, additions to the tax, and 
additional amounts) does not exceed $10,000. 

(6) Cross references. 


§ 194.0-37 Rules and regulations. 

26 U. S. C. 3791. Rules and regulations. 

^ (a) Authorization —(l) In general Ex¬ 

cept as provided in section 1928 (a), Cotton 
Futures, section 2599, Marihuana, section 
2559, Narcotics, section 3176, Liquor, and sec¬ 
tion 1805. Silver, the Commissioner, with The 
approval of the Secretary, shall prescribe and 
publish all needful rules and regulations for 
the enforcement of this title. 

(2) In case of change in law. The Com¬ 
missioner may make all such regulations, not 
otherwise provided for, as may have become 
necessary by reason of any alteration of law 
In relation to Internal revenue. 

(b) Retroactivity of regulations or ruling*. 
The Secretary, or the Commissioner with the 
approval of the Secretary, may prescribe the 
extent, if any, to which any ruling, regula¬ 
tion, or Treasury Decision, relating to the 
internal revenue laws, shall be applied with¬ 
out retroactive effect. 

§ 194.0-38 Verification of returns; 
penalties of perjury . 

26 U. S. C. 3809. Verification of returns; 

PENALTIES OF PERJURY. 

(a) Penalties. Any person who willfully 
makes and subscribes any return, statement, 
or other document, which contains or Is 
verified by a written declaration that it is 
made under the penalties of perjury, and 
which he does not believe to be true and 
correct as to every material matter, shall be 
guilty of a felony, and, upon conviction 
thereof, shall be fined not more than $2,000 or 
imprisoned not more than five years, or both. 

(b) Signature presumed correct. The fact 
that an individual’s name' is signed to a 
return, statement, or other document filed 
shall be prima facie evidence for all purposes 
that the return, statement, or other docu¬ 
ment was actually 6igned by him. 

(c) Verification in lieu of oath. The Com¬ 
missioner, under regulations prescribed by 
him with the approval of the Secretary, may 
require that any return, statement, or other 
document required to be filed under any pro¬ 
vision of the internal revenue laws shall con¬ 
tain or be verified by a written declaration 
that it is made under the penalties of perjury, 
and such declaration shall be in lieu of any 
oath otherwise required. 

Subpart A—Scope of Regulations 

§ 194.1 Wholesale and retail dealers 
in liquors. These regulations, “Regula¬ 
tions 20, Wholesale and Retail Dealers 
in Liquors’* (26 CFR Part 194) contain 
the procedural and substantive require¬ 
ments relative to special taxes and other 
requirements as to wholesale and retail 
dealers in distilled spirits, wines, and 
fermented malt liquors. The provisions 
of this part cover special taxes incurred 
through the sale of liquors, changes in 
location, proprietorship, or control of 
premises subject to special tax; refunds 
and redemption of special tax stamps; 
packaging of alcohol for industrial pur¬ 
poses; use of bottle strip stamps; and the 
maintenance of records by dealers in 
liquors. 

§ 194.2 Territorial extent. The pro¬ 
visions of this part shall be applicable to 
the several States of the United States, 
the Territories of Alaska and Hawaii, 
and the District of Columbia. 

Subpart B—Definitions 

§ 194.5 Meaning of terms. As used in 
this part, unless the context otherwise 
requires, terms shall have the meanings 
ascribed in this subpart. 

§ 194.6 Assistant Regional Commis¬ 
sioner. “Assistant Regional Cornmis- 
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sioner” shall mean an Assistant Regional 
Commissioner, Alcohol and Tobacco Tax. 

§ 194.7 Commissioner. “Commis¬ 
sioner” shall mean the Commissioner of 
Internal Revenue. 

§ 194.8 District Director. “District 
Director’* shall mean a District Director 
of Internal Revenue. 

§ 194.9 Fiscal year. “Fiscal year*’ 
shall mean the period from July 1 of 
each calendar year to and including June 
30 of the following calendar year. 

§ 194.10 Gallon. “Gallon” or “wine 
gallon” shall mean a United States gal¬ 
lon of liquid measure equivalent to the 
volume of 231 cubic inches. 

§ 194.11 I.R.C. “I. R. C.“ shall mean 
the Internal Revenue Code. 

§ 194.12 Person. “Person” shall in¬ 
clude a natural person, corporation, 
partnership, trust or estate, joint-stock 
company, association or other unincor¬ 
porated organization or group, fiduciary, 
a State, city, county, municipality, or 
other political subdivision. 

§194.13 U. S. C. “U. S. C.” shall 
mean the United States Code. 

Subpart C—Special Taxes 

§ 194.20 Basis of tax. Special taxes 
are imposed upon the engaging in or 
carrying on the business or occupation 
of selling or offering for sale alcoholic 
liquors fit for use as a beverage. No 
person shall be engaged in or carry on 
any business or occupation hereinafter 
mentioned unless he has paid special tax 
therefor in the manner provided in this 
part 

(53 Stat. 388 as amended, 391; 26 U. S. C. 

3250. 3253) 

§ 194.21 Agents and auctioneers. A 
person who sells merely as the agent or 
employee of another is not subject to 
special tax. Auctioneers selling on be¬ 
half of others are within this category. 
(53 Stat. 388 as amended; 26 U. 8. C. 3250) 

§ 194.22 Selling or offering for sale. 
Whether the activities of any person 
constitute selling or offering for sale is 
to be determined by the facts in each 
case, but any course of selling, though 
to a restricted class of persons or without 
a view to profit, is within the meaning 
of the statute. 

(53 Stat. 388 as amended; 26 TJ. S. C. 3250) 

§ 194.23 Single sale. A single sale, 
unattended by circumstances showing 
the one making the sale to be engaged 
ia business, does not create special tax 

liability. 

(53 stat. 388 as amended: 26 U. 5. C. 3250) 

§ 194.24 Brokers or agents . A broker 
ct agent may solicit orders for liquors in 
the name of a customer or principal, re¬ 
ceive a commission for his services and 
*uake collections for his customer or 
principal without incurring liability to 
special tax. A retail dealer in liquors, or 
a retail dealer in malt liquors, receiving 
and transmitting to a wholesale dealer 
orders for liquors or malt liquors, as the 
case may be, in wholesale quantities does 
&ot incur liability to special tax as a 


wholesale dealer if he merely transmits 
the orders and the liquors or malt liquors, 
as the case may be, are billed, charged, 
and shipped to the customers by the 
wholesaler. No special tax liability is 
incurred even though the retail dealer 
receives a commission on such sales or 
guarantees the payment of the accounts. 

(53 Stat. 391: 26 U. S. C. 3254) 

§ 194.25 Classification of alcoholic 
liquors. There are three general classi¬ 
fications of alcoholic liquors for purposes 
of special tax: (a) distilled spirits, (b) 
wines, and (c) fermented malt liquors. 
Distilled spirits include alcohol, whisky, 
brandy, gin, rum, vodka, cordials, li¬ 
queurs, cocktails, etc. Wines include 
still wines, champagne, sparkling and 
carbonated wines, vermouth, etc. Fer¬ 
mented malt liquors include such prod¬ 
ucts as beer, ale, stout, porter, sake, etc. 

(53 Stat. 298 as amended. 347 as amended, 
365 as amended; 26 tJ. S. C. 2800, 3030, 3150) 

§ 194.26 Retail dealers in liquors; per- 
sons liable. Every person who sells, or 
offers for sale, foreign or domestic dis¬ 
tilled spirits, wines, or malt liquors, 
otherwise than as provided in this part, 
in less quantities than 5 wine gallons to 
the same person at the same time is a 
retail dealer In liquors and shall pay the 
special tax imposed. 

(53 Stat. 391; 26 U. S. C. 3254) 

1 194.27 Lawful sales by retail dealer 
in liquors. A person who pays special 
tax as a retail dealer in liquors may sell 
either distilled spirits, wines, or malt 
liquors, or any two or all three of them. 
He may sell all three classes of liquors to 
the same person at the same time: Pro¬ 
vided, That the quantity of each class is 
less than 5 wine gallons. For example, 
he may sell 4 gallons of distilled spirits, 
4 gallons of wine, and 4 gallons of malt 
liquors in one transaction. He may not 
sell either distilled spirits, wines, or malt 
liquors in quantities of 5 wine gallons or 
more to the same person at the same 
time without incurring liability to special 
tax as wholesale dealer in liquors. 

(53 Stat. 391; 26 U. S. C. 3254) 

§ 194.28 Wholesale sales by retail 
dealer in liquors. Where a retail dealer 
in liquors accepts an order for 5 wine 
gallons or more of distilled spirits or 
wines, a transaction has been made in a 
wholesale quantity, notwithstanding the 
order is filled and delivery is made in 
parcels of less than 5 wine gallons and on 
different dates. Except as provided in 
§ 194.180, liability to special tax as a 
wholesale liquor dealer is incurred where 
two or more orders for 5 wine gallons or 
more are accepted under such conditions 
during a fiscal year, or where circum¬ 
stances surrounding acceptance of a sin¬ 
gle order show the person is engaged in 
business as a wholesale liquor dealer. 
Similarly, liability to special tax as a 
wholesale dealer in malt liquors is in¬ 
curred by a retail dealer in liquors when 
he accepts orders for 5 wine gallons or 
more of malt liquors, except as provided 
in § 194.181. 

(53 Stat. 391; 26 U. 8. C. 3254) 

§ 194.29 Wholesale dealers in liquors: 
persons liable. Every person who sells. 


or offers for sale, foreign or domestic 
distilled spirits, wines, or malt liquors in 
quantities of 5 wine gallons or more to 
the same person at the same time is a 
wholesale dealer in liquors and shall pay 
the special tax imposed. 

(53 Stat. 391; 26 U. S. C. 3254) 

§ 194.30 Retail sales by wholesale 
dealers in liquors. A wholesale dealer in 
liquors who sells or offers for sale dis¬ 
tilled spirits, wines, or malt liquors in 
quantities of less than 5 wine gallons to 
the same person at the same time must 
pay special tax as a retail dealer in 
liquors. 

(53 Stat. 388 os amended; 26 U. S. C. 3250) 

§ 194.31 Retail dealers in malt liq¬ 
uors; persons liable. Every person who 
sells, or offers for sale, malt liquors in 
less quantities than 5 gallons to the same 
person at the same time, and who does 
not sell or offer for sale distilled spirits 
or wines, shall be regarded as a retail 
dealer in malt liquors and shall pay the 
special tax imposed. 

(53 Stat. 391; 26 U. S. C. 3254) 

§ 194.32 Wholesale sales by retail 
dealers in malt liquors. A retail dealer 
in malt liquors who sells, or offers for 
sale, malt liquors in quantities of 5 gal¬ 
lons or more to the same person at the 
same time subjects himself to special tax 
as a wholesale dealer in malt liquors. 

(53 Stat. 391; 26 U. S. C. 3254) 

§ 194.33 Retail dealer in malt liquors 
selling other classes of alcoholic liquors . 
When a retail dealer in malt liquors sells, 
or offers for sale, other classes of al¬ 
coholic liquors in quantities of less than 
5 wine gallons to the same person at the 
same time, he must pay special tax as 
retail dealer in liquors. 

(53 Stat. 391; 26 U. S. C. 3254) 

§ 194.34 Wholesale dealers in malt 
liquors; persons liable. Every person 
who sells, or offers for sale, malt liquors 
in quantities of 5 gallons or more to the 
same person at the same time, and who 
does not sell or offer for sale distilled 
spirits or wines at wholesale, shall be 
regarded as a wholesale dealer in malt 
liquors and shall pay the special tax 
imposed. 

(53 Stat. 391; 26 U. S. C. 3254) 

§ 194.35 Retail sales by wholesale 
dealers in malt liquors. A wholesale 
dealer in malt liquors may not sell or 
offer for sale such liquors in quantities 
of less than 5 gallons to the same person 
at the same time without incurring lia¬ 
bility to special tax as a retail dealer in 
malt liquors. 

(53 Stat. 391; 26 U. S. C. 3254) 

§ 194.36 Wholesale dealer in malt liq¬ 
uors selling other classes of alcoholic 
liquors. A wholesale dealer in malt liq¬ 
uors may not sell, or offer for sale, dis¬ 
tilled spirits or wines without incurring 
liability to special tax as a retail or 
wholesale dealer in liquors, depending 
upon the quantity sold to the same per¬ 
son at the same time. 

(53 stat. 391; 26 U. S. C. 3254) 
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§ 194.37 Sales to members by clubs or 
similar organization. A club or similar 
organization furnishing liquors to its 
members under conditions constituting 
sale is required to pay special tax. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.38 Club or similar organization 
accepting orders from members. A club 
or similar organization which sells liq¬ 
uors to its members by accepting orders 
therefor, furnishing the liquors so or¬ 
dered and collecting the price thereof, 
is required to pay special tax. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.39 Bar conducted by club or 
similar organization at outings. A club 
or similar organization conducting a bar 
for the sale of liquors, on the occasion of 
an outing, picnic, or other entertain¬ 
ment, must pay special tax. The special 
tax stamp held by the proprietor of the 
premises where the bar is located will not 
relieve the club or similar organization 
from special tax liability. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.40 Purchases by club or similar 
organization for members. Special tax 
is not incurred when a club or similar 
organization collects money in advance 
from its members for the purchase of 
liquors for their consumption, or ad¬ 
vances such money upon an agreement 
with the members for reimbursement. 
However, special tax is incurred if the 
club or similar organization purchases 
liquors without prior agreement with the 
members and subsequently recoups. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.41 Restaurants serving liquors 
with meals. Proprietors of restaurants 
and other persons who serve liquors with 
meals to customers, though no separate 
or specific charge for the liquors is made, 
are required to pay special tax. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.42 Hospitals. Hospitals and 
similar institutions furnishing liquors to 
patients are not required to pay special 
tax, provided no specific or additional 
charge is made for the liquors so fur¬ 
nished. 

(63 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.43 States, counties , and munici- 
palities. A State, county, city, munici¬ 
pality, or other political subdivision en¬ 
gaged in the business of selling, or offer¬ 
ing for sale, liquors is not exempt from 
the payment of special tax. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.44 Sales in violation of State 
law. Persons who engage in the sale, or 
offering for sale, of liquors in violation of 
State laws, are required to pay special 
tax. The special tax stamp is not a 
license or permit, and does not protect 
such persons from prosecution under the 
State laws. 

(53 Stat. 395; 26 U. S. C. 3276) 

§ 194.45 Sales of denatured alcohol or 
articles. Any person who sells dena¬ 
tured alcohol, denatured rum, or any sub¬ 
stance or preparation made with or con¬ 
taining denatured alcohol or denatured 
rum, for use, or for sale for use, for 


beverage purposes, or who sells any of 
such products under circumstances from 
which it might reasonably appear that it 
is the intention of the purchaser to pro¬ 
cure the same for sale or use for bever¬ 
age purposes, shall pay special tax. 

(53 Stat. 359; 26 U. S. C. 3111) 

§ 194.46 Sales by agencies and instru¬ 
mentalities of the United States. Sec¬ 
tion 3283 of the Internal Revenue Code, 
effective September 23, 1950, provides 
that any tax imposed by Chapter 27 of 
the Internal Revenue Code shall apply 
to any agency or instrumentality of the 
United States unless such agency or in¬ 
strumentality is granted by statute a 
specific exemption from such tax. Ac¬ 
cordingly. any agency or instrumentality 
of the United States, including post ex¬ 
changes. ship’s stores, ship’s service 
stores, and commissaries established and 
conducted under the regulations of the 
Department of Defense, engaging in the 
business of selling, or offering for sale, 
alcoholic liquors, must pay special tax 
for the carrying on of such business on 
and after September 23, 1950. Any can¬ 
teen, club, mess or similar organization 
operated under regulations of the De¬ 
partment of Defense, whether or not 
located on the premises of the Depart¬ 
ment of Defense, selling, or offering for 
sale, liquors, is liable to special tax for 
any period during which the organiza¬ 
tion carries on the business. 

(53 Stat. 391, 64 Stat. 964; 26 U. S. C. 3254, 
3283) 

§194.47 Warehouse receipts covering 
spirits. Since the sale of warehouse re¬ 
ceipts for distilled spirits is equivalent 
to the sale of distilled spirits, every per¬ 
son who sells, or offers for sale, ware¬ 
house receipts for distilled spirits held 
in registered or fruit distilleries or stored 
in internal revenue bonded warehouses, 
customs bonded warehouses, or else¬ 
where, incurs liability to special tax as 
a dealer in liquors at the place where 
such warehouse receipts are sold, or of¬ 
fered for sale, and must file return and 
pay occupational tax as provided in 
§§ 194.103 and 194.104, unless exempted 
by the provisions of §§ 194.189-194.194 
and 194.197. 

(53 Stat. 388 as amended, 391; 26 U. S. C. 
3250, 3254) 

§ 194.48 Single sale of warehouse re¬ 
ceipts by an investor. A single sale in¬ 
volving one or more warehouse receipts 
by an investor, as distinguished from one 
who is engaged in the business of selling 
warehouse receipts, does not subject the 
vendor to special tax. 

(53 Stat. 390; 26 U. S. C. 3251) 

Limited Special Tax 

§ 194.49 Sales of wines and malt liq¬ 
uors at fairs , piciiics and similar enter¬ 
tainments. Each person desiring to 
sell fermented malt liquor or wine, or 
both, at retail to members, guests, or 
patrons of bona fide fairs, reunions, pic¬ 
nics, carnivals, or similar outings, and 
each fraternal, civic, church, labor, char¬ 
itable, benevolent, or ex-service men’s 
organization desiring to sell fermented 
malt liquor or wine, or both, on the oc¬ 
casion of any kind of entertainment. 


dance, picnic, bazaar, or festival held by 
it, may obtain from the District Director 
for each calendar month for which any 
such sales are to be made (a) a retail 
dealer in malt liquor limited special tax 
stamp, if fermented malt liquor only is 
to be sold, or (b) a retail dealer in liq¬ 
uors limited special tax stamp, if wine 
only, or wine and fermented malt liquor 
only, are to be sold. Application* on 
Form 11, and payment of the special tax 
of $2.20 shall be made to the District 
Director before any such sales are made. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.50 Persons who may not pro¬ 
cure limited special tax stamps. No 
person or organization otherwise en¬ 
gaged in business as a wholesale or retail 
dealer in liquors, or as a wholesale or 
retail dealer in malt liquors, will be per¬ 
mitted to procure a limited special tax 
stamp as a retail dealer in liquors or as a 
retail dealer in malt liquors. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.51 Change of location. A per¬ 
son holding a limited ($2.20) special tax 
stamp as a retail dealer in liquors or as 
a retail dealer in malt liquors may, dur¬ 
ing the calendar month for which the 
stamp is issued, remove his business to a 
location other than that stated on the 
stamp and continue such business for 
the remainder of the calendar month 
without paying additional special tax, 
provided the removal is registered with 
the District Director, as provided in 
§§ 194.150-194.152. 

(53 Stat. 396; 26 U. S. C. 3280) 

Subpart D—Places Subject to Special Tax 

§ 194.60 Each place of business tax¬ 
able. Except as provided in §§194.182 
and 194.183, liability to special tax is in¬ 
curred at each and every place where 
distilled spirits, wines, or malt liquors 
are sold or offered for sale. 

(53 Stat. 395; 26 U. S. C. 3278) 

§ 194.61 Place of sale. The place at 
which ownership of liquors is trans¬ 
ferred, actually or constructively, is the 
place of sale. 

(53 Stat. 395; 26 U. S. C. 3278) 

§ 194.62 Place of offering for sale. 
Liquors are offered for sale (a) at the 
place where they are kept for sale and 
where a sale may be effected, or (b) at 
any place where sales are consummated. 
Liquors are not offered for sale by send¬ 
ing abroad an agent to take orders, or by 
establishing an office elsewhere for the 
mere purpose of taking orders, provided 
in each case the orders received by the 
agent are transmitted to the principal 
for acceptance at the place where the 
principal holds a special tax stamp. 

(53 Stat. 395; 26 U. S. C. 3278) 

§ 194.63 Place of storage. Special tax 
is not required to be paid for warehouses 
and similar places which are used by 
dealers merely for the storage of liquors 
and which are not places where orders 
for liquors are accepted. Where orders 
for liquors are received and duly ac¬ 
cepted at a place where a special tax 
stamp is held, the subsequent actual de¬ 
livery of the liquors from a place of star- 
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age does not require the payment of 
special tax at such place of storage. A 
dealer holding a special tax stamp at a 
given place, who permits actual delivery 
of liquors from a warehouse at another 
place, without prior constructive delivery 
by the acceptance of an order therefor 
at the place covered by the special tax 
stamp, is liable for special tax at the 
place of delivery. 

(53 Stat. 395; 26 U. S. C. 3278) 

§ 194.64 Caterers. Where the con¬ 
tract of a caterer for the furnishing of 
a dinner, including liquors, is made at 
his place of business where he holds a 
special tax stamp, no liability to special 
tax is incurred by the serving of the liq¬ 
uors at a different location. 

(53 Stat. 395; 26 XJ. S. C. 3278) 

5 194.65 Peddling. Except as set forth 
in §§ 194.182 and 194.183, internal reve¬ 
nue laws do not contemplate the ped¬ 
dling of distilled spirits, wines, or malt 
liquors, nor permit the issuance of any 
special tax stamp to cover peddling ac¬ 
tivities. Persons peddling liquors and 
not meeting the exemption in §§ 194.182 
and 194.183, are subject to special tax 
at each place where sales are consum¬ 
mated. 

(53 Stat. 395; 26 U. S. C. 3278) 

Sales at Two or More Bars on the Same 
Premises 

§ 194.66 Two or more bars with in¬ 
tercommunication. Where an owner or 
lessee conducts two or more bars, which 
have such intercommunication as will 
enable patrons to move freely from one 
bar to another without leaving the prem¬ 
ises under his control, the various bars 
shall be regarded as parts of one place 
of business for which but one special tax 
stamp is required. 

(53 stat 395; 26 U. S. C. 3278) 

§ 194.67 Two or more bars without in¬ 
tercommunication. Where the proprie¬ 
tor of premises, other than those de¬ 
scribed in |§ 194.69 and 194.70. lets to 
another the privilege of selling liquors 
thereon at two or more bars, which are 
separated from each other by space un¬ 
der the control of the proprietor or any 
other person, such bars shall be regarded 
as separate places of business and special 
tax must be paid for each bar. 

(53 Stat. 395; 26 U. S. C. 3278) 

§ 194.68 Segregated establishment. 
One special tax stamp is not sufficient to 
cover the operation of two bars on the 
same premises, if the proprietor excludes, 
for example, Negroes from the bar re¬ 
served for whites, or whites from the bar 
reserved for Negroes. One special tax 
stamp is sufficient for one bar at which, 
for example, both whites and Negroes 
are served, notwithstanding the races are 
separated by a partition. 

(53 stat. 395; 26 U. S. C. 3278) 

5 194.69 Hotel , ball park , race track, 
etc.: sales throughout the premises. The 
Proprietor of a hotel, ball park, race 
lr ack. stadium, pavilion, or other similar 
enclosure constituting one premises, who 
engages in the business of selling liquors 
throughout such enclosure, including 
No. 252-3 
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sales from baskets or containers by his 
employees in his behalf, is required to 
pay but one special tax for such enclo¬ 
sure. Each concessionaire having the 
same privilege throughout the enclosure, 
whether such privilege is exercised sepa¬ 
rately or simultaneously with the pro¬ 
prietor or another concessionaire, or 
concessionaires, is likewise required to 
pay but one special tax for such enclo¬ 
sure. 

(53 Stat. 395; 26 U. S. C. 3278) 

§ 194.70 Hotel , ball park , race track , 
etc.; sales confined to limited area . 
Where the proprietor of a hotel, ball 
park, race track, stadium, pavilion, or 
other similar enclosure constituting one 
premises confines the operations of a 
concessionaire, or concessionaires, to a 
limited area, or areas, within the enclo¬ 
sure, special tax is due from each con¬ 
cessionaire for each such area regardless 
of the number of bars therein: Provided, 
That if there are two or more bars with¬ 
in one such limited area, there must be 
intercommunication within such area 
freely open to the public, otherwise 
special tax will be due for each place of 
sale. A proprietor who reserves the right 
to sell liquor within an enclosure where 
a limited concession, or concessions, have 
been granted, but outside the area, or 
areas, allotted to the concessionaire, or 
concessionaires, is subject to one special 
tax unless the space, or spaces, reserved 
by the proprietor are completely sepa¬ 
rated by the area, or areas, allotted to the 
concessionaire, or concessionaires, in 
which case the proprietor is subject to 
special tax for each such separate space 
where sales are made and is also subject 
to the ruling as to intercommunication, 
if two or more bars are maintained in 
any area. . 

(53 Stat. 395; 26 XJ. S. C. 3278) 

Subpart E—Each Business Taxable 

§ 194.80 Different businesses of same 
ownership and location. Where more 
than one taxable business is conducted 
by the same person at the same place, 
special tax for each business must be 
paid at the rates severally prescribed. 

(53 Stat. 396; 26 U. S. C. 3279) 

§ 194.81 Retail and wholesale dealer 
in liquors at same location. A person 
who engages in or carries on the busi¬ 
nesses of a retail and wholesale dealer in 
liquors (different businesses under the 
law) at the same place is subject to spe¬ 
cial tax for each business. 

(53 Stat. 396; 26 U. S. C. 3279) 

§ 194.82 Retail and wholesale malt 
liquor dealer at same location . A person 
who engages in or carries on the busi¬ 
nesses of a retail and wholesale malt 
liquor dealer (different businesses under 
the law) at the same place is subject to 
special tax for each business. 

(53 Stat. 396; 26 U. S. C. 3279) 

§ 194.83 Retail dealer in malt liquors 
and retail dealer in liquors at same Zoca- 
tion. A person who begins business as 
a retail dealer in malt liquors and pro¬ 
cures the requisite special tax stamp as 
such, and thereafter during the same or 
a subsequent month begins business as a 
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retail dealer in liquors (a different busi¬ 
ness under the law) must pay special 
tax and procure a special tax stamp as a 
retail dealer in liquors. Under such 
conditions, the retail dealer in malt liq¬ 
uors special tax stamp is not subject to 
redemption. 

(53 Stat. 396; 26 U. S. C. 3279) 

§ 194.84 Mixing cocktails. A retail 
dealer in liquors who mixes cocktails or 
compounds any alcoholic liquors in ad¬ 
vance of sale, except for the purpose of 
filling, for immediate consumption on 
the premises, orders received at the bar 
or in the expectation of the immediate 
receipt of such orders, incurs liability to 
special tax as a rectifier. 

(53 stat. 396; 26 U. S. C. 3279) 

Subpart F—Partnerships 

§ 194.90 Liability of partners. Any 
number of persons carrying on one busi¬ 
ness in copartnership at any one place 
during any fiscal year shall be required 
to pay but one special tax for such busi¬ 
ness. 

(53 Stat. 388 as amended, 394, 395; 26 U. S. C. 
3250, 3270, 3277) 

§ 194.91 Preparation of special tax 
stamp. In issuing a special tax stamp 
to a partnership, the District Director 
shall show thereon the name of each 
and every person disclosed on the part¬ 
nership’s Form 11, followed by the firm 
or trade name, if any. The issuance by 
the District Director of a special tax 
stamp in a firm or trade name only is 
not authorized. 

(53 Stat. 388 as amended, 394, 395; 26 U. S. C. 
3250, 3270. 3277) 

§ 194.92 Addition of partners or in¬ 
corporation of partnership . Where a 
number of persons who have paid special 
tax as copartners admit one or more new 
members to the firm or form a corpora¬ 
tion (a separate legal entity) to take over 
the business, the new firm or corporation 
so formed shall pay special tax computed 
from the first day of the month in which 
it commenced business. 

(53 Stat. 388 as amended, 394, 395; 26 U. S. C. 
3250, 3270, 3277) 

§ 194.93 Formation of a partnership 
by two dealers. Where two persons, each 
holding a special tax stamp for a busi¬ 
ness carried on by himself, form a part¬ 
nership, the firm must pay special tax 
to cover the business conducted by tho 
partnership. 

(53 Stat. 388 as amended, 394, 395; 26 U .S. C. 
3250, 3270, 3277) 

§ 194.94 Withdrawal of one or more 
partners. When a member, or members, 
withdraw from the partnership the re¬ 
maining partner, or partners, may. with¬ 
out incurring additional special tax li¬ 
ability, carry on the same business at 
the same address for the balance of the 
taxable period for which special tax was 
paid, provided the partner, or partners, 
remaining file with the District Director 
from whom the special tax stamp was 
purchased, within 30 days after the date 
he or they begin to carry on the business, 
a return on Form 11, showing the basis 
of succession. If the notice of succession 
is not filed with the District Director 
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within 30 days from the date the re¬ 
maining partner, or partners, begin to 
carry on the business, he or they will 
become liable to additional special tax 
computed from the 1st day of the calen¬ 
dar month in which he or they began to 
carry on the business to and including 
June 30 following. (See §§ 194.168- 
194.171.) 

(53 Stat. 388 ns amended. 394, 395; 26 U. S. C. 
3250, 3270, 3277) 

Subpart G—Payment of Special Tax 

§ 194.100 Special tax rates . Special 
taxes are imposed upon liquor dealers at 
the following annual (fiscal year) rates: 


Retail dealers In liquors_$50. 00 

Wholesale dealers in liquors_ 200. 00 

Retail dealers in fermented malt 

liquors_ 22. 00 

Wholesale dealers in fermented malt 

liquors_100.00 


(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§194.101 Date special tax is due. All 
special taxes become due on the 1st day 
of July of each year, or on the 1st day of 
the month in which a taxable business or 
occupation is commenced. 

(53 Stat. 394; 26 U. S. C. 3271) 

§ 194.102 Computation of special tax. 
In the case of a person engaged in busi¬ 
ness during the month of July, the lia¬ 
bility shall be reckoned for the entire 
fiscal year beginning July 1 and ending 
June 30 following. Where business is 
commenced subsequent to July, the lia¬ 
bility shall be reckoned proportionately 
from the 1st day of the month in which 
business is commenced to June 30 follow¬ 
ing. For example, a person commenc¬ 
ing business in August is liable to special 
tax for 11 months, or eleven-twelfths of 
the annual tax. If business is discon¬ 
tinued before the end of the fiscal year, 
the amount of tax is not thereby reduced. 
(53 Stat. 394; 26 U. S. C. 3271) 

§ 194.103 Filing of return and pay¬ 
ment of special tax . Persons liable to 
special tax shall render their returns on 
Form 11, with remittances to the District 
Director of the district in which the busi¬ 
ness is carried on, at such time within 
the calendar month in which the special 
tax liability commenced as shall enable 
the District Director to receive such re¬ 
turn and remittance not later than the 
last day of the month. 

(53 Stat. 394; 26 U. S. C. 3272) 

§ 194.104 Method of payment. Pay¬ 
ment must be made in cash, or by United 
States post office money order, or certi¬ 
fied check; uncertified checks wdll not 
be accepted. 

(53 Stat. 394, 58 Stat. 912; 26 U. S. C. 3272. 
3656) 

Special Tax Return, Form 11 

§ 194.105 Data required. Special tax 
returns shall be made on Form 11, which 
may be procured from the District Di¬ 
rector of Internal Revenue of the district 
in which the business is located, and 
shall disclose, in the space provided, the 
following: 

(a) The true name of the taxpayer, 
which may be followed by the words 
“trading as" and any trade name under 
which the business may be conducted. 


(b) In the case of a partnership, the 
true names of e&ch and every person 
comprising the partnership. 

(c) Tlie exact location of the place of 
business, as by name and number of 
building or street and, where these do 
not exist, by some particularization in 
addition to the post office address. 

(d) The kind of liquor business car¬ 
ried on. 

(53 Stat. 394; 26 U. S. C. 3270) 

§ 194.106 Execution of Form 11. The 
return of an individual proprietor shall 
be signed by the proprietor; the return 
of a partnership shall be signed by a 
member of the firm; and the return of 
a corporation shall be signed by an officer 
thereof. In each case, the person sign¬ 
ing the return shall designate his capac¬ 
ity as “individual owner," “member of 
firm,’' or, in the case of a corporation, 
the title of the officer. Receivers, trus¬ 
tees, assignees, executors, administrators, 
and other legal representatives who con¬ 
tinue the business of a bankrupt, 
insolvent, deceased person, etc., will indi¬ 
cate the fiduciary capacity in which they 
act. Returns signed by persons as agents 
will not be accepted unless they file with 
the District Director a pow r er of attorney, 
authorizing them so to act. Form 11 
must be verified by a written declaration 
that the return has been executed under 
the penalties of perjury. 

(53 Stat. 394, 63 Stat. 667; 26 U. S. C. 3270, 
3809) 

§ 194.107 Extensions of time for filing 
returns. In the case of illness of the sole 
proprietor, or the unavoidable absence of 
the sole proprietor from his business, the 
District Director may grant such further 
extension of time, not exceeding 30 days 
from the date the return is due, for the 
filing of Form 11 as he deems proper. 
Application for extension of time for fil¬ 
ing the return must be made in writing 
and addressed to the District Director of 
the district in which the business is lo¬ 
cated and must contain a full recital of 
the causes of delay. 

(53 Stat. 394, 441; 26 U. S. C. 3272, 3634) 

§ 194.108 Penalty for failure to file re¬ 
turn. Any person liable to special tax 
who, without reasonable cause, fails to 
file a return on Form 11 within the cal¬ 
endar month in which special tax ability 
commenced shall be subject to a delin¬ 
quency penalty computed on the total 
amount of special tax due. The penalty 
shall be 5 percent if the failure is not for 
more than 30 days, and an additional 5 
percent for each additional 30 days or 
fraction thereof during which the delin¬ 
quency continues, but not to exceed 25 
percent in the aggregate. 

(53 Stat. 437; 26 U. S. C. 3612) 

Delinquent Returns 

§ 194.109 Reasonable causes for de¬ 
linquency. The penalty set forth in 
§ 194.108 will be asserted and collected 
in every case in which a special tax re¬ 
turn is not filed within the calendar 
month in which the tax liability com¬ 
menced, unless an extension of time is 
granted under § 194.107 or a reasonable 
cause for delinquency is clearly estab¬ 
lished by the taxpayer. The following. 


when clearly established, may be ac¬ 
cepted by District Directors and Assist¬ 
ant Regional Commissioners as reason¬ 
able causes: 

(a) Where the return was mailed in 
time (whether or not the envelope con- 
taining the return had sufficient post¬ 
age) to reach the District Director's 
office, in normal course of mails, on or 
before the last day of the month in which 
the special tax liability commenced, if 
the due date falls on a non-work day, 
whether Saturday, Sunday, or some 
other specified day, a return mailed in 
time to reach the District Directors 
office before the close of the first work 
day immediately following the due date 
shall be considered to have been timely 
filed. 

(b) Where return was filed within the 
legal period but in the wrong internal 
revenue district, or directly in the Com¬ 
missioner’s office. 

(c) Where the delay or failure to file 
was due to erroneous information given 
the taxpayer by an internal revenue offi¬ 
cer or employee. 

(d) Where the delay was caused by 
death or serious illness of the taxpayer 
or by serious illness in his immediate 
family. 

(e) Where the delay was caused by 
unavoidable absence of the taxpayer. 

(f) Where delinquency was caused by 
the destruction by fire or other casualty 
of the taxpayer’s place of business or 
business records. 

(g) Where the taxpayer, prior to the 
time for filing return, made timely ap¬ 
plication to the District Director’s office 
for proper blanks and these were not 
furnished him in sufficient time to per¬ 
mit the executed return to be filed on 
or before its due date. 

(h) Where the taxpayer proves that 
he personally visited the office of the 
District Director or collection officer be¬ 
fore the expiration of the time within 
which to file return for the purpose of 
securing information or aid properly to 
make out his return, and through no 
fault of his own w r as unable to see the 
representatives of the Service. 

§194.110 Other alleged causes. 
Where other grounds are alleged as rea¬ 
sonable causes for delinquency in filing a 
return on Form 11, a statement in ex¬ 
planation thereof shall be filed by the 
taxpayer with the District Director with 
the Form 11, except as provided in 
§ 194.111. The reasonableness of other 
alleged causes will be determined by the 
District Director on the facts submitted. 
The policy generally to be followed is that 
a cause for delinquency which appeals to 
a man of ordinary prudence and intelli¬ 
gence as a reasonable cause for delay in 
filing the return and which clearly nega¬ 
tives a willful intent to disobey the tax¬ 
ing statutes, or gross negligence, will be 
accepted as reasonable. Mere ignorance 
of the law will not be considered a rea¬ 
sonable cause. 

(63 Stat. 437; 26 U. 8. C. 3612) 

§194.111 Delinquency discovered by 
officer working under direction of Assist¬ 
ant Regional Commissioner. Where the 
delinquency is discovered by an internal 
revenue officer working under the direc¬ 
tion of the Assistant Regional Commis- 
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sioner, and the return on Form 11 is 
filed by or with such officer, a statement 
in explanation of the delinquency shall 
be attached to the Form 11 and trans¬ 
mitted to the Assistant Regional Com¬ 
missioner, who will determine the rea¬ 
sonableness of other alleged causes on 
the facts submitted. 

(53 stat. 437; 26 V. S. C. 3612) 

§ 194.112 Causes not considered rea¬ 
sonable. Where grounds other than 
those listed in § 194.109 are alleged as 
reasonable causes, but it is determined 
by the Assistant Regional Commissioner 
or District Director, as the case might 
be, that the cause is not one to be con¬ 
sidered as reasonable within the provi¬ 
sions of §§ 194.110 and 194.111 the pen¬ 
alty shall be asserted, entered on the 
District Director excise tax list, and 
collected. 

(53 Stat. 437; 26 U. S. C. 3612) 

Subpart H—Special Tax Stamps 

§ 194.120 Issuance of stamps. Upon 
receipt of a return properly executed on 
Form 11. together with a remittance in 
the proper amount, the District Director 
will issue an appropriately designated 
stamp to the taxpayer. District Direc¬ 
tors and collection officers are prohibited 
from issuing special tax stamps before 
the tax is fully paid. 

(53 Stat. 394; 26 U. S. C. 3273) 

§ 194.121 Receipt in lieu of stamp 
prohibited. District Directors and col¬ 
lection officers are prohibited from issu¬ 
ing a receipt in lieu of a stamp. A 
receipt may be furnished only pending 
the issuance of a stamp, or where the tax 
liability relates to a prior fiscal year. 

(53 Stat. 448; 26 D. S. C. 3659) 

5 194.122 Stamps covering business in 
violaticm of State law. District Directors 
are without authority to refuse to issue 
a special tax stamp to a liquor dealer 
engaged in business in violation of State 
law. The stamp is not a Federal permit 
or license, but is merely a receipt for the 
tax. The stamp affords the holder no 
protection against prosecution for viola¬ 
tion of State law. 

(53 Stat. 395; 26 U. S. C. 3276) 

§ 194.123 Stamps not transferable . A 
special tax stamp may not be sold or 
transferred to another dealer. 

(53 Stat. 394; 26 U. S. C. 3273) 

Stamps for Passenger Trains and 
Vessels 

$ 194.124 General. Special tax 
stamps may be issued to persons carry¬ 
ing ou the business of retail dealers in 
liquors or retail dealers in malt liquors 
upon passenger railroad trains or upon 
steamboats or other vessels engaged in 
tbe business of carrying passengers. 
The regular retail liquor dealer and re¬ 
tail malt liquor dealer stamps shall be 
lss ued in such cases. 

(53 Stat. 392; 26 TJ. S. C. 3255) 

§ 194.125 Transfer of special tax 
stomps. Special tax stamps issued for 
Jhe retailing of liquors on passenger 
trains and vessels are to be made in gen¬ 
eral terms “In the United States.* The 


taxpayer may transfer such stamps from 
one passenger train or vessel to another 
on which he does business without 
registering the transfer with a District 
Director. 

(53 Stat. 392; 26 U. S. C. 3255) 

§ 194.126 Sales on passenger trains 
and vessels. The provisions of §§ 194.69 
and 194.70 are equally applicable to pas¬ 
senger railroad trains and to steamboats 
or other vessels engaged in the business 
of carrying passengers. 

(53 Stat. 392, 395; 26 U. S. C. 3255, 3278) 

§ 194.127 Vessel not engaged in car - 
rying passengers . A special tax stamp 
may not be issued for the retailing of 
liquor on any boat that is not engaged 
in the business of carrying passengers. 
(53 Stat. 392; 26 U. S. C. 3255) 

Stamps for Retail Dealers “At Large” 

§ 194.128 General. A retail liquor 
dealer or retail dealer in malt liquors 
whose business is such as to require him 
to travel from place to place in different 
States of the United States, such as those 
w r ho sell at carnivals or circuses, may 
procure a special tax stamp “At Large” 
covering his activities throughout the 
United States with the payment of but 
one special tax as a retail dealer in liquors 
or as a retail dealer in malt liquors, as the 
case may be. 

(53 Stat. 392; 26 U. S. C. 3255) 

§ 194.129 Form 11 to show nature of 
business. A retail liquor dealer or retail 
dealer in malt liquors who desires a spe¬ 
cial tax stamp “At Large” will so note on 
Form 11 filed with the District Director 
to whom the special tax is paid, and will 
state thereon the nature of his business. 
Before issuing a special tax stamp “At 
Large.” the District Director will satisfy 
himself that the applicant is entitled to 
obtain a stamp so designated. 

(53 Stat. 392; 26 U. S. C. 3255) 

§ 194.130 Business in more than one 
State. A special tax stamp “At Large” 
may not be issued to a dealer whose busi¬ 
ness does not require him to travel from 
place to place in more than one State. 

(53 Stat. 392; 26 U. S. C. 3255) 

Stamps for Dealers in Wines Only, or 
Wines and Malt Liquors Only 

§ 194.131 General. Retail and whole¬ 
sale dealers in liquors who sell or offer 
for sale wines only, or wines and malt 
liquors only, may obtain stamps as retail 
or wholesale dealers in liquors, as the 
case may be, under the following desig¬ 
nations upon application and payment 
of special tax at the annual (fiscal year), 
rates indicated: 


Retail dealer In wines_$50.00 

Retail dealer In wines and malt 

liquors_ 50.00 

Wholesale dealer in wines- 200.00 

Wholesale dealer in wines and malt 

liquors___- 200. 00 


(53 Stat. 391; 26 U. S. C. 3254) 

§ 194.132 Stamps as receipts for spe¬ 
cial taxes. Special tax stamps as dealers 
in wines only, or dealers in wine and malt 
liquors only, are receipts for the special 
taxes imposed upon retail and wholesale 
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liquor dealers, and the holders of such 
stamps are subject to all provisions of 
internal revenue laws and regulations 
relating to such dealers, except as pro¬ 
vided in §§ 194.210-194.232, inclusive. 

(53 Stat. 391; 26 U. S. C. 3254) 

§ 194.133 Sales of distilled spirits by 
dealers in wines or wines and malt liq¬ 
uors. A qualified retail dealer in wines, 
or in wines and malt liquors, may also 
sell distilled spirits in less quantities than 
5 wine gallons without payment of addi¬ 
tional special tax. A qualified wholesale 
dealer in wines, or in wines and malt 
liquors, may also sell distilled spirits in 
quantities of 5 wine gallons or more 
without payment of additional special 
tax. 

(53 Stat. 391; 26 U. S. C. 3254) 

§ 194.134 Stamps not exchangeable. 
The holders of special tax stamps as 
dealers in wines only, or dealers in wine 
and malt liquors only, may not exchange 
them for the regular retail and whole¬ 
sale liquor dealer stamps. In the ab¬ 
sence of specific demand or application 
for such stamps, District Directors shall 
issue the regular stamps to persons pay¬ 
ing special tax as retail or wholesale 
dealers in liquors. 

(53 Stat. 391; 26 U. S. C. 3254) 

Medicinal Spirits Stamps 

§ 194.135 Stamps for drug stores and 
pharmacies selling through licensed 
pharmacists. Proprietors of drug stores 
and pharmacies making sales of dis¬ 
tilled spirits through duly licensed phar¬ 
macists, may procure stamps designated 
“Medicinal Spirits Stamp Tax” upon ap¬ 
plication and payment of special tax at 
the $50 annual rate. The holders of 
such stamps are subject to all provisions 
of internal revenue laws relating to re¬ 
tail liquor dealers. District Directors 
shall, in the absence of specific demand 
or application for such stamps, issue the 
regular retail liquor dealer special tax 
stamp. 

(53 Stat. 388 as amended; 26 U. S. O. 3250) 
Stamp To Be Posted 

§ 194.136 General, (a) A special-tax 
payer shall conspicuously display his 
special tax stamp in his place of business. 

(b) A person holding a special tax 
stamp as a retail dealer in liquors or a 
retail dealer in malt liquors “At Large” 
must place and keep the stamp con¬ 
spicuously posted at the place where he 
is conducting such business. 

(53 Stat. 394, 395; 26 U, S. C. 3273, 3274) 
Missing Stamps 

§ 194.137 Lost or destroyed. If a 
special tax stamp has been lost or de¬ 
stroyed, the taxpayer should immediately 
notify the District Director of internal 
revenue. A “Certificate in Lieu of Lost 
or Destroyed Special Tax Stamp” will 
be issued to the taxpayer who submits 
an affidavit showing to the satisfaction 
of the District Director that the stamp 
was lost or destroyed. The certificate 
must be posted in place of the stamp; 
otherwise, liability for failure to post the 
stamp will be incurred. 
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§ 194.138 Seizure by State authori¬ 
ties. Where a stamp designated ‘‘Re¬ 
tail Dealer In Liquors” is seized by State 
authorities because it does not conform 
to the dealer’s local license or permit 
(wine, or wine and beer), the District 
Director will, upon request, issue a “Cer¬ 
tificate in Lieu of Lost or Destroyed Spe¬ 
cial Tax Stamp” to show that the dealer 
has paid special tax as a "Retail Dealer 
in Wine” or “Retail Dealer in Wines and 
Malt Liquors,” as the case may require. 
However, where a special tax stamp has 
been seized by State authorities because 
the dealer has operated in violation of 
local law, a “Certificate in Lieu of Lost 
or Destroyed Special Tax Stamp” will 
not be issued by the District Director. 

Correction op Errors on Special Tax 
Stamps 

§ 194.139 Errors disclosed by taxpay¬ 
ers. On receipt of a special tax stamp, 
the taxpayer will examine it to insure 
that the name and address are correctly 
stated. If an error has been made, the 
stamp should be returned to the District 
Director, with a statement showing the 
nature of the error and the proper name 
or address. The District Director, on 
receipt of such stamp and statement, will 
compare the data with that on Form 11, 
and if an error on the part of the District 
Director has been made, will make the 
necessary correction and return the 
stamp to the taxpayer. If the Form 11 
agrees with the data on the stamp, the 
District Director will require the tax¬ 
payer to file a new Form 11, designated 
“Amended Return,” disclosing the proper 
name and address, and, on receipt of the 
amended Form 11, will amend his Record 
10 accordingly, attach the amended 
Form 11 to the original Form 11, make 
the proper correction on the stamp, and 
return it to the taxpayer. 

§ 194.140 Errors discovered on inspec¬ 
tion When an inspector ascertains that 
an error appears on the special tax stamp 
as to the name, ownership, address, etc., 
he will require the taxpayer to prepare 
a new Form 11, designated “Amended 
Return,” showing the proper name, ad¬ 
dress. or other correction. Where a spe¬ 
cial tax stamp is issued in the name of an 
individual and the business is owned and 
conducted by a partnership from the be¬ 
ginning of the period of liability covered 
by the stamp, the names and addresses 
of all partners will be shown on the 
amended Form 11. The body of the 
amended Form 11 must show the rea¬ 
sons for requesting the correction of the 
special tax stamp. The inspector should 
also obtain the special tax stamp from 
the taxpayer, giving him a receipt there¬ 
for on Form 1670 (which receipt shall 
be kept on the dealer’s premises), and 
forward the amended Form 11. the spe¬ 
cial tax stamp, the duplicate copy of the 
Form 1670. and the inspection report to 
the Assistant Regional Commissioner. 
Upon receipt of the amended Form 11, 
the special tax stamp, etc., the Assistant 
Regional Commissioner will examine the 
amended Form 11 to determine whether 
correction of the stamp is in order and all 
necessary data appear on the amended 


RULES AND REGULATIONS 

Form 11. If the Assistant Regional Com¬ 
missioner is satisfied that the papers are 
in order, he will write or stamp the word 
“approved” followed by his signature, in 
any available space on the face of the 
amended Form 11 and on the inspection 
report and forward the amended form 
with the special tax stamp to the proper 
District Director. Upon receipt of these 
documents, the District Director will 
make the proper correction on the spe¬ 
cial tax stamp, amend his Record 10 ac¬ 
cordingly. attach the amended Form 11 
to the original Form 11, and return the 
special tax stamp to the taxpayer. 

Stamps for Improper Periods 

§ 194.141 General . Where a dealer 
has paid special tax and received a stamp 
for a certain period, whereas he actually 
incurred liability to special tax for one 
or more months prior to such period, the 
procedure outlined in §§ 194.142-194.144 
will govern. 

§ 194.142 Liability within current fis¬ 
cal year. When the period of the liability 
not covered by the special tax stamp is 
within the current fiscal year, a re¬ 
mittance should be secured from the 
taxpayer covering the full period of the 
liability to June 30 following, plus the de¬ 
linquency penalty described in § 194.108, 
computed on the full amount of the tax. 
When the remittance is received in the 
District Director’s office, an appropriate 
stamp for the full period of the liability 
should be issued. The taxpayer should 
be advised by the inspector of his privi¬ 
lege of filing a claim on Form 843 for 
redemption of the stamp covering the 
shorter period. 

§ 194.143 Liability within a past fiscal 
year. When the period of the liability 
not covered by the special tax stamp is 
within a past fiscal year, the additional 
amount due for such period, including 
the delinquency penalty described in 
§ 194.108. computed on the basis of the 
tax for the full period, should be collected 
and listed for assessment by the District 
Director on his current excise tax list. 
When the remittance covering such lia¬ 
bility is received by an inspector, a 
serially-numbered receipt on Form 809 
should be issued to the taxpayer in order 
that he may have evidence of tax-pay¬ 
ment for such additional period. 

§ 194.144 Amended return required. 
Tn each instance the taxpayer will file a 
new return on Form 11, designated 
“Amended Return,” showing the proper 
period of liability. Appropriate notation 
should be made by the District Director 
on Record 10. 

Record 10 

§ 194.145 Public list of taxpayers. 
The District Director shall maintain and 
keep conspicuously in his office on Record 
10, for public inspection, a list of all per¬ 
sons who have paid special taxes within 
his district, and shall state thereon the 
time, place, and business for which such 
special taxes have been paid. The 
names on this list shall be the true names 
and not the fictitious ones under which 
persons may elect to do business. 

(53 Stat. 395; 26 U. S. C. 3275) 


§ 194.146 Use of Record 10. All per¬ 
sons shall be entitled to inspect Record 
10 in the District Director’s office at 
reasonable and proper times, and are not 
prohibited from copying the names and 
addresses of special-tax payers, but no 
person shall use the record to the extent 
of interfering with the District Director's 
use thereof, or unduly to the exclusion of 
other persons. 

(53 Stat. 395; 26 U. S. C. 3275) 

§ 194.147 Furnishing copy of Record 
10. Upon application of any prosecuting 
officer of any State, county, or munici¬ 
pality, the District Director shall furnish 
a certified copy of Record 10. or such 
portions thereof as may be requested, 
for which a fee of $1 for each hundred 
words or fraction thereof in the copy or 
copies so requested shall be charged. 

(53 Stat. 395; 26 U. S. C. 3275) 

Subpart I—Change of Location 

§ 194.150 Amended return , Form 11. 
A special-tax payer who, during the tax¬ 
able period for which special tax was 
paid, removes his business to a place 
other than that specified in his original 
return on Form 11, and stated on his 
special tax stamp, must register the 
change with the District Director from 
whom the special tax stamp was pur¬ 
chased, within 30 days after he begins to 
sell or offer for sale liquors at the new 
location, by executing a new return on 
Form 11. designated as “Amended Re¬ 
turn,” setting forth the time when and 
the place to which such removal was 
made, and shall surrender the special tax 
stamp to the District Director for en¬ 
dorsement of the change in location. 

(53 Stat. 396; 26 U. S. C. 3280) 

§ 194.151 Removal within same in¬ 
ternal revenue district. When a spe¬ 
cial-tax payer removes his business to 
another address within the same internal 
revenue district, the District Director will 
enter on his Record 10 the new address 
and the date of removal, and will note the 
change on the face of the special tax 
stamp, stating clearly thereon the new 
location where said business is to be 
carried on, and will return the special 
tax stamp to the taxpayer. 

(53 Stat. 396; 26 U. S. C. 3280) 

§ 194.152 Removal to another inter¬ 
nal revenue district. When a taxpayer 
removes his business to a location within 
an internal revenue district other than 
that in which the special tax stamp was 
issued, the District Director who issued 
the special tax stamp will enter on his 
Record 10 the new address and date of 
removal, stating clearly the new location 
where said business is to be carried on, 
and will transmit the stamp to the Dis¬ 
trict Director in charge of the district to 
which the taxpayer removed. The Dis¬ 
trict Director of that district will make 
entry on his Record 10, as in the case of a 
new registrant, and note the taxpayer s 
new address and the District Director s 
name, title, and district, and the date on 
the special tax stamp, which will be 
returned to the taxpayer. 

(53 Stat. 396; 26 U. S. C. 3280) 
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§ 194.153 Failure to register change of 
address within 30 days. A person who re¬ 
moves his place of business and fails to 
register such removal with the District 
Director, within 30 days after he begins 
to sell or offer for sale liquors at the new 
location, will be liable to special tax at 
the new location computed from the 1st 
day of the calendar month in which he 
began business at the new location. 

(S3 Stat. 388 as amended, 396; 26 U. S. C. 3250, 
3280) 

5 194.154 Certificate in lieu of lost or 
destroyed special tax stamp. The pro¬ 
visions of this part shall apply to certifi¬ 
cates issued to taxpayers in lieu of special 
tax stamps lost or destroyed in accord¬ 
ance wiih §§ 194.137 and 194.138. 

Subpart J— Change In Proprietorship or Control 

§ 194.160 Sale of business. A special 
tax stamp is a receipt for tax. personal 
to the one to whom issued, and is not 
transferable from one dealer to another. 
Where there occurs a change in the pro¬ 
prietorship of a business for which spe¬ 
cial tax has been paid, a new special tax 
liability is incurred, except as provided in 
§5 194.168-194.169. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

5194.161 Incorporation of business. 
Where an individual or a firm engaged in 
business requiring payment of special 
tax forms a corporation to take over and 
conduct the business, the corporation (a 
separate legal entity) must pay special 
tax and procure a stamp in its own name. 
(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.162 New corporation. Where a 
new corporation is formed to take over 
and conduct the business of one or more 
corporations which have paid special tax. 
the new corporation must pay special 
tax and procure a stamp in its own name. 
<53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.163 Stockholder continuing 
business of corporation. A special tax 
stamp held by a corporation as a liquor 
dealer cannot cover the same business 
carried on by one or more of its stock¬ 
holders after dissolution of the corpora¬ 
tion. 

(53 8tat. 388 as amended; 26 U. S. C. 3250) 

5 194.164 Change in trade name or 
style of business. The law requires the 
Payment of but one special tax from the 
Person who carries on the same busi¬ 
ness at the same place during the same 
special tax period. A person who pays 
the requisite special tax upon his busi¬ 
ness does not incur liability to addi¬ 
tional special tax by reason of a mere 
change in the trade name or style under 
which such business is conducted, nor 
by reason of a change in management 
which involves no change in the proprie¬ 
torship of the business. 

(53 stat. 388 as amended: 26 U. S. C. 3250) 

5 194.165 Change of name or increase 
ni capital stock of a corporation. Addi¬ 
tional special tax is not required by rea¬ 
son of a change of name or increase in 
, e capital stock of a corporation if the 
j*ws of the State of incorporation pro- 
|: de for such changes without the crea¬ 
tion of a new corporation. 
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§ 194.166 Change in ownership of 
capital stock. No additional special tax 
Is required by reason of the sale or trans¬ 
fer of all or a controlling interest in the 
capital stock of a corporation. 

§ 194.167 Change in membership of 
unincorporated club. Additional special 
tax is not required of an unincorporated 
club by reason of changes in member¬ 
ship. where such changes do not result 
in the dissolution thereof and the for¬ 
mation of a new club. 

§ 194.168 Change of control; right of 
succession. Certain persons other than 
the special taxpayer may, without in¬ 
curring additional special tax liability, 
carry on the same business at the same 
address for the remainder of the taxable 
period for which the special tax was 
paid. To secure such right, the person 
or persons continuing the business must 
file with the District Director from whom 
the special tax stamp was purchased, 
within 30 days after the date on which 
the successor begins to carry on the busi¬ 
ness. a return on Form 11, showing the 
basis of the succession. 

(53 Stat. 396; 26 U. S. C. 3280) 

§ 194.169 Persons having right of 
succession. Under the conditions indi¬ 
cated above, the persons having such 
right of succession are as follows: 

Death—The widow or child, or executor, 
administrator, or other legal representative 
of the taxpayer. 

Husband and wife—A husband or wife 
succeeding to the business of his or her 
spouse (living). 

Insolvency—A receiver or trustee In bank¬ 
ruptcy, or an assignee for benefit of creditors. 

Withdrawal from firm—The partner or 
partners remaining after death or with¬ 
drawal of a member. 

(53 Stat. 396; 26 U. S. C. 3280) 

§ 194.170 Failure to register right of 
succession within 30 days. A person 
succeeding, as provided in § 194.69, to a 
business for which special tax has been 
paid, and who fails to register such suc¬ 
cession with the District Director, within 
30 days from the date he begins to carry 
on the business, will become liable to 
additional special tax computed from 
the 1st day of the calendar month in 
which he began to carry on such busi¬ 
ness. 

(53 Stat. 388 as amended, 396; 26 XT. S. C. 
3250. 3280) 

§ 194.171 Certificate in lieu of lost or 
destroyed special tax stamp. The provi¬ 
sions of this part apply to certificates 
issued to taxpayers in lieu of special 
tax stamps lost or destroyed in accord¬ 
ance with §§ 194.137 and 194.138. 

Subparf K—Exception! and Exemptions 

§ 194.180 Sales of liquors for immedi¬ 
ate consumption on premises. A retail 
dealer in liquors will not be required to 
pay special tax as wholesale dealer in 
liquors solely by reason of making sales 
of liquors in quantities of 5 wine gallons 
or more to the same person at the same 
time if such sales are made for immediate 
consumption of the liquors on the prem¬ 
ises where sold. 

(53 Stat. 391; 26 U. S. C. 3254) 
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§ 194.181 Sales of malt liquors for 
immediate consumption on premises. A 
retail dealer in malt liquors will not be 
required to pay special tax as wholesale 
dealer in malt liquors solely by reason of 
making sales of malt liquors in quantities 
of five gallons or more to the same person 
at the same time if such sales are made 
for immediate consumption of the 
liquors on the premises w here sold. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.182 Dealers consummating sales 
of malt liquors at premises of other deal¬ 
ers. A retail or wholesale dealer in liq¬ 
uors, or a retail or wholesale dealer in 
malt liquors, who has paid the requisite 
special tax imposed upon his business, 
may, without incurring liability for addi¬ 
tional special tax, sell fermented malt 
liquors, at the premises of other dealers, 
provided the purchaser’s place of busi¬ 
ness is covered by a special tax stamp 
issued to him to denote the payment of 
the special tax Imposed upon such deal¬ 
ers. The premises of both the selling 
dealer and the purchasing dealer must be 
covered by the requisite special tax 
stamps. 

(53 Stat. 392; 28 U. S. C. 3255) 

§ 194.183 Deliveries of malt liquors 
from place of storage not covered by spe¬ 
cial tax stamp. Deliveries of fermented 
malt liquors may be made by a retail or 
wholesale dealer in malt liquors from a 
place of storage, not covered by his spe¬ 
cial tax stamp, without incurring liabil¬ 
ity to special tax at such place, provided 
orders therefor are not accepted at such 
place of storage, and sales thereof are 
consummated at the purchaser's place 
of business covered by a requisite special 
tax stamp, or orders therefor are ac¬ 
cepted at the place where the vendor 
holds a requisite special tax stamp. 

(53 Stat. 388 as amended, 392, 395; 26 U. S. C. 
3250. 3255, 3278) 

§ 194.184 Distillers selling in original 
stamped packages. No distiller who has 
given the required bond and who sells 
only distilled spirits of his own produc¬ 
tion at the place of manufacture, or at 
the place of storage in bond, in the orig¬ 
inal packages to which the tax-paid 
stamps are affixed, shall be required to 
pay the special tax as wholesale liquor 
dealer on account of such sales. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.185 Distillers selling in other 
than original stamped packages. The 
expression “in the original packages to 
which the tax-paid stamps are affixed" 
excludes from the exemption provided in 
§ 194.184 sales of distilled spirits in any 
packages other than those which have 
the distilled spirits tax-paid stamp af¬ 
fixed thereto. The sale of distilled 
spirits in bottles or other containers by 
distillers necessitates the payment of 
special tax. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.186 Brewers selling in original 
stamped packages. A brewer is not re¬ 
quired to pay special tax as dealer in 
malt liquors by reason of selling in the 
original stamped barrel or keg, whether 
at the place of manufacture or elsewhere. 
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malt liquors manufactured by him. or 
purchased and procured by him pursuant 
to Regulations 18 (26 CPR Part 192) 
from another brewer in his own barrels 
or kegs. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.187 Agent of a brewer. Any 
person holding himself out as an agent 
of a brewer in selling original stamped 
packages of malt liquors will become 
liable to special tax unless it is shown 
that the malt liquor is the property of 
the brewer and is sold by him for and on 
account of the brewer, and not on his 
own account. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.188 Brewers selling in other 
than original stamped packages. Brew¬ 
ers are required to pay special tax as 
dealers in malt liquor for the sale of malt 
liquors packaged in bottles or cans or in 
containers other than the original 
stamped barrels or kegs. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.189 Sales by executor , adminis¬ 
trator, or other fiduciary. No special 
tax shall accrue on a sale of distilled 
spirits, wines, or malt liquors made by a 
person who is not otherwise a dealer in 
liquors, where such liquors have been re¬ 
ceived by him as executor, administrator, 
or other fiduciary, if such liquors are sold 
by such person in one parcel only, or at 
public auction in parcels of not less than 
20 wine gallons. 

(53 Stat. 390; 26 U. S. C. 3251) 

§ 194.190 Sales of liquors received as 
security for or in payment of a debt. A 
person, not otherwise a dealer in liquors, 
who receives a stock of distilled spirits, 
wines, or malt liquors as security for or 
in payment of a debt, may sell such liq¬ 
uors in one parcel only, or at public auc¬ 
tion in parcels of not less than 20 wine 
gallons, without paying special tax. 

(53 Stat. 390; 26 U. S. C. 3251) 

§ 194.191 Sales of liquors levied on by 
public officer under order of any court 
or magistrate. No special tax shall ac¬ 
crue on a sale of distilled spirits, wines, 
or malt liquors by a person who is not 
otherwise a dealer in liquors, where such 
liquors have been levied on by any officer 
under order of any court or magistrate, 
and are sold in one parcel only, or at 
public auction in parcels of not less than 
20 wine gallons. 

(53 Stat. 390; 26 U. S. C. 3251) 

§ 194.192 Sales of liquors by retiring 
partner or by representative of a de¬ 
ceased partner. No special tax as retail 
or wholesale dealer shall accrue on a 
sale made by a retiring partner or the 
representative of a deceased partner to 
the incoming, remaining, or surviving 
partner or partners of a firm, 

(53 Stat. 390; 26 U. S. C. 3251) 

§ 194.193 Sales of entire stock by re¬ 
tail liquor dealer in liquidation. A retail 
dealer in liquors may, without incurring 
special tax as a wholesale dealer in liq¬ 
uors, sell out his entire stock of alcoholic 
liquors in one parcel or in a number of 
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parcels composing his entire stock, which 
parcels may contain distilled spirits, 
wines, or malt liquors, or a combination 
of any or all such liquors. 

(53 Stat. 390; 26 U. S. C. 3251) 

§ 194.194 Sales of entire stock by re¬ 
tail malt liquor dealer in liquidation. A 
retail dealer in malt liquors may sell out 
his stock of malt liquors in one parcel or 
in parcels embracing not less than his 
entire stock of malt liquors without in¬ 
curring special tax as a wholesale dealer 
in malt liquors. 

(53 Stat. 390; 26 U. S. C. 3251) 

§ 194.195 Sales by qualified wine¬ 
makers. A winemaker who has qualified 
as such under internal revenue laws and 
regulations, and who sells wines of his 
own production where the same are 
made, or at his general business office, 
is not required to pay special tax as a 
retail or wholesale dealer in liquors: 
Provided, That a winemaker shall not 
have more than one place of business 
that shall be exempt from special tax, 
(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.196 Sales by apothecaries and 
druggists. Apothecaries and druggists 
who use wines or spirituous liquors for 
compounding medicines and in making 
tinctures which are unfit for use for bev¬ 
erage purposes are not liable to special 
tax as liquor dealers by reason of the 
sale of such compounds or tinctures. 

(53 Stat. 388 as amended; 26 U. S. C. 3250) 

§ 194.197 Sales by proprietors of in¬ 
dustrial alcohol plants or warehouses. 
A proprietor of an industrial alcohol 
plant or a bonded warehouse estab¬ 
lished under the provisions of 26 U. S. C. 
3100 and 3101, may sell, or offer for sale, 
alcohol stored in such plant or ware¬ 
house without payment of special tax as 
a retail or wholesale liquor dealer. 

(53 Stat. 357; 26 U. S. C. 3103) 

Subpart l—Refund and Redemption of Special 
Taxes 

§ 194.200 Claims. Claims for abate¬ 
ment or refund of special taxes and de¬ 
linquency penalties erroneously or ille¬ 
gally assessed or collected, and claims 
for the redemption of special tax stamps 
shall be filed on Form 843, in duplicate, 
with the District Director. The claim 
must set forth in detail and state each 
ground upon which it is made, and facts 
sufficient to apprise the Assistant Re¬ 
gional Commissioner of the exact basis 
thereof. If the claim is for redemption 
of a special tax stamp, such stamp shall 
be attached to and made a part of the 
claim. 

(53 Stat. 399. 464 as amended; 63 Stat. 667; 
26 U. S. C. 3304, 3770, 3809) 

§ 194.201 Time limit on filing of claim. 
No claim for the refund of a special tax 
or penalty or for the redemption of a 
special tax stamp shall be allowed unless 
presented within four years next after 
the payment of such tax or penalty or 
the purchase of such stamp. 

(53 stat. 399; 26 U. S. C. 3304) 

§ 194.202 Discontinuance of business. 
A special-tax payer who for any reason 


discontinues business Is not entitled to 
any refund for the unexpired portion of 
the fiscal year for which the special tax 
stamp was issued. 

(53 Stat. 394; 26 U. S. C. 3271) 

§ 194.203 Dealer in malt liquors icho 
sells distilled spirits or wines, a person 
who pays a special tax as a dealer in malt 
liquors and who at the time is liable as a 
dealer in liquors on account of sales of 
distilled spirits or wines in addition to 
malt liquors, and thereafter pays the 
requisite special tax as a dealer in liquors 
for the same taxable period, may file a 
claim for redemption of the special tax 
stamp issued to him as a dealer in malt 
liquors. 

(53 Stat. 388 as amended. 399; 26 U. S. C. 
3250, 3304) 

§ 194.204 Dealer in liquors who actu¬ 
ally sells only malt liquors . A person 
who pays special tax as a dealer in liquors 
but who actually sells or offers for sale 
malt liquors only, and later during the 
same or a subsequent month pays the 
special tax as a dealer in malt liquors, 
may not redeem the special tax stamp 
issued to him as a dealer in liquors. But 
in such event, a claim for redemption of 
the special tax stamp as a dealer in malt 
liquors may be filed. 

(53 Stat. 388 as amended, 391, 399; 26 U. S. C. 
3250, 3254. 3304) 

Subpart M—Maintenance of Records and Posting 
of Signs 

Wholesale Liqtjor Dealer Records 

§ 194.210 General requirements. Rec¬ 
ord 52. Except as provided in § 194.214, 
every wholesale dealer in liquors who 
sells distilled spirits shall keep Record 
52, and render monthly transcripts, 
Forms 52A and 52B, and Form 338, of 
the physical receipt and disposition of 
distilled spirits by him. Daily entries 
shall be made on Record 52 of all dis¬ 
tilled spirits received and disposed of, 
as indicated by the headings of the col¬ 
umns and lines of the form and the in¬ 
structions printed thereon or issued in 
respect thereto, as required by the provi¬ 
sions of this part, before the close of 
the business day next succeeding the day 
on which the transactions occur. Where 
the wholesale dealer defers the making 
of the entries to the next business day, 
as authorized herein, he shall keep a 
separate record such as invoices, of the 
removals of distilled spirits, show'ing the 
removal data required to be entered on 
Record 52, and appropriate memoranda 
of other transactions required to be en¬ 
tered on such record, for the purpose of 
making the entries correctly. 

(53 Stat. 327 as amended, 391; 26 U. S. C. 
2857, 3254) 

§ 194.211 Warehouse receipts. Form 
52F. Except as provided in § 194.214, 
every wholesale dealer in liquors who 
sells, or offers for sale, distilled spirits by 
warehouse receipts, shall keep a separate 
record, and render a monthly transcript, 
of all purchases and sales of warehouse 
receipts, on Form 52F. There need not 
be reported on Form 52F transactions in 
warehouse receipts not involving the pur¬ 
chase or sale of distilled spirits, such as 
the receipt from a warehouseman oi 
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warehouse receipts covering the deposit 
or bottling of the spirits in his warehouse 
or the surrender of warehouse receipts 
for the bottling of the spirits in bond or 
their transfer in bond to another ware¬ 
house. Entries on Form 52F shall be 
made as indicated by the headings of the 
columns and lines of the form and the 
instructions printed thereon or issued in 
respect thereto, and as required by the 
provisions of this part. The provisions 
of § 194.210 with respect to the time of 
making entries, and of § 194.233 with 
respect to forms to be provided by users, 
are hereby made applicable to Form 52F. 
The monthly transcript on Form 52F 
shall be forwarded to the Assistant Re¬ 
gional Commissioner on or before the 
tenth day of the succeeding month* 

(53 Stat. 327 as amended, 391; 26 U. S. C. 

2857, 3254) 

5194.212 Dealer selling distilled spir¬ 
it at retail only . A dealer who sells 
wines or malt liquors, or both, in whole¬ 
sale quantities, and who sells distilled 
spirits in retail quantities, is not required 
to keep Record 52 or to file monthly 
transcripts, Forms 52A and 52B, and 
report, Form 338. 

(53 Stat. 327 as amended, 391; 26 U. S. C. 
2857, 3254) 

$ 194.213 Dealers not selling distilled 
spirits. Wholesale liquor dealers who 
sell wines and malt liquors only, and 
wholesale malt liquor dealers are not re¬ 
quired to keep Record 52 or to file 
monthly transcripts. Forms 52A and 52B, 
and report, Form 338. 

(53 Stat. 327 as amended, 391; 26 U. S. C. 

2857, 3254) 

§194.214 Proprietors . The proprie¬ 
tor of an industrial alcohol plant or in¬ 
dustrial alcohol bonded warehouse shall 
keep records in his capacity as a whole¬ 
sale dealer in liquors in accordance with 
Regulations 3 (26 CFR Part 182). The 
proprietor of a registered distillery shall 
keep records in his capacity as a whole¬ 
sale dealer in liquors in accordance with 
Regulations 4 (26 CFR Part 183). The 
proprietor of a fruit distillery shall keep 
records in his capacity as a wholesale 
dealer in liquors in accordance with Reg¬ 
ulations 5 (26 CFR Part 184). The pro¬ 
prietor of an internal revenue bonded 
warehouse shall keep records in his ca¬ 
pacity as a wholesale dealer in liquors 
in accordance with Regulations 10 (26 
CFR Part 185). The proprietor of a 
tax-paid bottling house shall keep rec¬ 
ords in his capacity as a wholesale dealer 
in liquors in accordance with Regulations 
11 (26 CFR Part 189). The proprietor 
or a rectifying plant shall keep records 
in his capacity as a wholesale dealer in 
liquors in accordance with Regulations 
15 (26 CFR Part 190). An importer 
shall keep records in his capacity as a 
wholesale dealer in liquors in accordance 
with Regulations 21 (26 CFR Part 191). 
Apy person bringing distilled spirits into 
ihe United States from Puerto Rico or 
Virgin Islands shall keep records in 
Ws capacity as a wholesale dealer in liq- 
uors in accordance with Regulations 24 
<26 CFR Part 180). 

Jot, 8 !? 11 * 327 «* amended, 391; 26 U. S. a 
2857, 3254) 
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5 194.215 Entries on Record 52. 
Where more than one shipment of dis¬ 
tilled spirits is received from the same 
consignor during any month, there will 
be entered on Record 52 for the first 
shipment received, the name and address 
of such consignor, followed by the regis¬ 
try number (preceded by appropriate 
identifying symbols) and the State of 
the consignor's plant or warehouse (for 
example, IRBW-4-Ky.) or, in the case 
of shipments received from wholesale 
liquor dealers or importers, the permit 
number of the consignor (for example, 
3-1-1234). For the remaining shipments 
received from such consignor during the 
month, there may be entered in the col¬ 
umn designated “Name” such registry 
number or permit number, as the case 
may be, and the name and address of 
the consignor may be omitted. Like¬ 
wise, where more than one shipment of 
distilled spirits is sent to the same con¬ 
signee during any month, there will be 
entered on Record 52 for the first ship¬ 
ment made the name and address of 
such consignee followed by the registry 
number or permit number of the con¬ 
signee. For the remaining shipments 
made to such consignee during the 
month, there may be entered in the col¬ 
umn designated “Name” such registry 
number or permit number, as the case 
may be, and the name and address of the 
consignee may be omitted. Where the 
consignor or consignee is a retail dealer 
in liquors, the name and address must 
be entered on Record 52 for each ship¬ 
ment received or sent. 

(53 Stat. 327 as amended, 391; 26 U. 8. O. 
2857, 3254) 

§194.216 Entry of miscellaneous 
items . Wholesale liquor dealers may 
enter on Record 52 as one item the total 
quantity of different kinds of spirits 
made up from broken cases sold to the 
same person on the same day, provided 
such total quantity is not in excess of 
10 gallons. The entry of such items 
shall be stated as “Miscellaneous” or 
“Misc.” and shall show the date, the 
name and address of the person to whom 
sold, and the quantity. The total quan¬ 
tity of such miscellaneous spirits so dis¬ 
posed of during the month shall be 
reported in the monthly summary. Form 
338, as “Miscellaneous”: Provided, That 
the wholesale liquor dealer determines 
by actual inventory the quantity of each 
kind of spirits remaining on hand at the 
end of the month. 

(53 Stat. 327 as amended; 26 U. S. O. 2857) 

§ 194.217 Separate record of name of 
distiller, rectifier, or bottler. The name 
of the person by whom the distilled 
spirits were distilled, rectified or bottled, 
need not be entered on Record 52 pro¬ 
vided the proprietor keeps at his place 
of business a separate record of such 
information, available for inspection by 
Internal revenue officers. The registry 
number or permit number must be en¬ 
tered in column 5 and the State or coun¬ 
try in column 6. 

(53 Stat. 327 as amended, 391; 26 U. S. O. 
2857, 3254) 

§ 194.218 Separate record of serial 
numbers of cases. Serial numbers of 
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cases of distilled spirits received, or dis¬ 
posed of, need not be entered on Record 
52, and the serial numbers of packages 
and cases purchased or sold by ware¬ 
house receipts need not be entered on 
Form 52 F. provided that the wholesale 
dealer in liquors keeps at his place of 
business a separate record, showing such 
serial numbers, with necessary identify¬ 
ing data, including the date of the physi¬ 
cal receipt or disposition of distilled 
spirits and the name and address of the 
person from whom received or to whom 
sent, and the date of purchase or sale of 
warehouse receipts and the name and 
address of the purchaser or seller, as the 
case may be, and provided further, that 
the keeping of such record is approved 
by the Assistant Regional Commissioner. 

(53 Stat. 327 as amended, 391; 26 U. S. C. 
2857, 3254) 

§ 194.219 Form of separate records. 
The separate records prescribed by 
§§194.217 and 194.218 may be kept in 
book form (including loose-leaf books), 
or may consist of commercial papers, 
such as invoices or bills. Such books, 
invoices, and bills shall be preserved for 
a period of four years and in such man¬ 
ner that the required information may 
be readily ascertained therefrom, and, 
during such period, shall be available 
during business hours for inspection and 
the taking of abstracts therefrom by in¬ 
ternal revenue officers. If a record in 
book form is kept, entries shall be made 
on such separate record before the close 
of the business day next succeeding the 
day on which the transactions occur. 
Where the making of the entries is de¬ 
ferred to the next business day, as au¬ 
thorized herein, appropriate memoranda 
shall be maintained for the purpose of 
making the entries correctly. The dealer 
shall note on Record 52, and on Form 
52 F, in the column for reporting serial 
numbers, “Serial numbers shown on 
commercial record per authority, dated 

t. 


(53 Stat. 327 as amended, 391; 26 U. S. C. 
2857, 3254) 

§ 194.220 Place where Record 52 shall 
be kept; general . Except as provided in 
§ 194.221, the wholesale dealer in liquors 
shall keep Record 52 at the place of 
business covered by his wholesale liquor 
dealer special tax stamp, if spirits are 
received and sent out from such prem¬ 
ises. 

(53 Stat. 327 as amended, 391; 26 U. S. C. 
2857. 3254) 

§ 194.221 Exception . If the place of 
business covered by the wholesale liquor 
dealer special tax stamp is not the same 
premises where the spirits are received 
and sent out. the wholesale liquor dealer 
shall keep his Record 52 at the latter 
place and render transcripts from such 
place on Forms 52A and 52B and sum¬ 
mary report on Form 338: Provided, 
That, if approved by the Assistant Re¬ 
gional Commissioner, a wholesale liquor 
dealer may keep his Record 52 at the 
place of business covered by the special 
tax stamp and render transcripts on 
Forms 52A and 52B and summary report 
on Form 338 from such place. If, how- 
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ever, the place of business covered by the 
special tax stamp is not in the same 
region as the place where the spirits are 
received and sent out. Record 52 must be 
kept at the latter place and transcripts 
on Forms 52A and 52B and summary 
report on Form 338 rendered to the As¬ 
sistant Regional Commissioner of that 
region. 

<53 Stat. 327 as amended, 391; 26 U. S. C. 
2857, 3254) 

§ 194.222 Place where Form 52F 
shall be kept. Every wholesale dealer in 
liquors shall keep Form 52F at the place 
of business where warehouse receipts are 
sold or offered for sale. 

(53 Stat. 327 as amended, 391; 26 U. S. C. 
2857, 3254) 

§ 194.223 Requirements when whole¬ 
sale liquor dealer maintains a retail de¬ 
partment . A wholesale liquor dealer 
who sells distilled spirits at wholesale 
and at the same premises sells distilled 
spirits at retail in his capacity as a retail 
dealer in liquors, and who maintains a 
separate retail department, shall keep 
Record 52 at his wholesale department 
of all distilled spirits there received and 
disposed of. Distilled spirits transferred 
from the wholesale department to the 
retail department shall be reported on 
Record 52, part 2, as “Transferred to Re¬ 
tail Department/* Where it is necessary 
in the filling of a wholesale order to take 
liquor out of the retail department, the 
quantity removed from the retail depart¬ 
ment must be shown on Record 52, part 
1, as “Transferred from Retail Depart¬ 
ment,” and the entire sale shown in 
Record 52, part 2, as a disposal. The 
retail department need not be main¬ 
tained in a separate room or be parti¬ 
tioned off from the wholesale depart¬ 
ment, but the retail department must in 
fact be separate from the wholesale de¬ 
partment. Where a wholesale liquor 
dealer sells at both wholesale and retail, 
and does not maintain a separate retail 
department, all distilled spirits received 
and disposed of shall be entered on Rec¬ 
ord 52. 

(53 Stat. 327 as amended; 26 U. S. C. 2857) 

§ 194.224 Records to be kept by States. 
The provisions of §§ 194.210-194.223, 
194.225 and 194.228-194.233, shall not 
apply to States and Commonwealths and 
liquor stores operated by such entities 
that maintain and make available for 
inspection by internal revenue officers 
such records as will enable such officers 
to trace readily all distilled spirits 
received and disposed of by them: Pro¬ 
vided, That such States and Common¬ 
wealths, and the liquor stores operated 
by them, shall, on request of the Assist¬ 
ant Regional Commissioner, furnish such 
transcripts, summaries, and copies of 
their records as he shall require. 

(53 Stat. 328: 26 U. S. C. 2858) 

Retail Liquor Dealers 

§ 194.225 Requirements where whole¬ 
sale department is kept . A liquor dealer 
engaged in the business of selling pri¬ 
marily at retail, who at the same prem¬ 
ises also makes occasional sales of 
distilled spirits in quantities of 5 wine 
gallons or more in his capacity as a 
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wholesale liquor dealer, need not enter 
in Record 52 all distilled spirits received 
at the premises as required by § 194.223. 
As used in this subpart, the term “selling 
primarily at retail" shall mean that sales 
at retail must normally represent at 
least 90 percent of the volume of dis¬ 
tilled spirits sold during a month. 
Where a liquor dealer is engaged in such 
business, all distilled spirits at the prem¬ 
ises may be considered as having been 
received in the retail department. When 
a sale of 5 wine gallons or more is made, 
the distilled spirits involved in the trans¬ 
action must be shown in Record 52 as 
received from the retail department and 
as disposed of. Entries will be made in 
the various columns of the record pur¬ 
suant to the provisions of §§ 194.210- 
194.214 and 194.216. The provisions of 
§§ 194.215, 194.217-194.219, 194.228, 

194.231 and 194.232, relative to separate 
records, the daily filing of transcripts 
of Record 52 and certain additional re¬ 
quirements, are not applicable to such 
liquor dealers. The wholesale depart¬ 
ment need not be maintained in a sepa¬ 
rate room or be partitioned off from the 
retail department, but sales at wholesale 
must be made in a part of the premises 
designated as the wholesale department. 

(53 Stat. 327 as amended, 391; 26 U. S. C. 
2857, 3254) 

§ 194.226 Requirements for dealers in 
distilled spirits. Each retail dealer in 
liquors shall provide, at his own expense, 
and keep in his place of business a record 
in book form, or shall keep all invoices 
or bills for distilled spirits, wines, or 
malt liquors received, showing the quan¬ 
tity thereof, from whom and the date 
received. Such records, bills, or invoices 
shall be kept for two years after the date 
of the transactions to which they relate 
and shall be open to inspection during 
business hours of the dealer by internal 
revenue officers upon identification and 
request. 

(53 Stat. 391; 26 U. S. C. 3252) 

§ 194.227 Requirements for dealers in 
malt liquors. Retail dealers in malt liq¬ 
uors are not required to keep records of 
malt liquors received. 

Reports 

§ 194.228 Time of filing . Except as 
otherwise provided in this subpart, a 
wholesale liquor dealer shall file, daily, 
transcripts of Record 52 on Forms 52A 
and 52B with the Assistant Regional 
Commissioner by delivering or mailing 
them to such officer on the date the 
transactions entered therein occurred: 
Provided , That in any case in which the 
Assistant Regional Commissioner shall 
direct, the transcripts shall be so filed 
with the Supervisor in Charge instead of 
with the Assistant Regional Commis¬ 
sioner. The transcripts shall bear the 
following certification signed by the per¬ 
son or officer authorized to execute Form 
338: 

I hereby certify that these transcripts, con¬ 
sisting of-- pages, disclose all the trans¬ 

actions which occurred during the period 
covered thereby, and that each entry is 
correct. 

If in any case the Assistant Regional 
Commissioner shall so authorize, the 


transcripts, in lieu of being filed daily 
may be filed with him on or before the 
10th day of the month succeeding the 
month in which the transactions in dis¬ 
tilled spirits occurred. In such event, 
transactions will be entered on Record 52 
in accordance with the provisions of 
§ 194.211. Summary report on Form 338 
shall be filed with the Assistant Regional 
Commissioner on or before the 10th day 
of the month succeeding the month in 
which the transactions in distilled spirits 
occurred. Record 52 shall be preserved 
for a period of 4 years and. during such 
period, shall be available during business 
hours for inspection and the taking of 
abstracts therefrom by any internal 
revenue officer. 

(53 Stat. 327 as amended; 26 U. S. C. 2057) 

§ 194.229 No transactions during 
month. If there were no receipts and 
disposals of distilled spirits by a whole¬ 
sale liquor dealer during a month, it will 
not be necessary to prepare Forms 52A 
and 52B. However, a summary on Form 
338 must be prepared and forwarded to 
the Assistant Regional Commit ioner, 
showing the quantity on hand the first 
day of the month and the quantity on 
hand the last day of the month and 
marked “No transactions during month.” 
Wholesale liquor dealers maintaining 
records in the simplified manner pre¬ 
scribed by § 194.225 should show in the 
summary on Form 338 that no distilled 
spirits were on hand the first day and 
the last day of the month. 

(53 Stat. 327 as amended; 26 U. S. C. 2857) 

§ 194.230 Discontinuance of business. 
When a wholesale liquor dealer discon¬ 
tinues business as such, he shall render 
monthly reports, Forms 52A and 52B 
and the summary report on Form 338, 
covering transactions for the month in 
which business is discontinued, and mark 
such reports “Final.” Record 52 shall 
be preserved by the dealer for a period 
of 4 years. 

(53 Stat. 327 as amended; 26 U. S. C. 2857) 
Report of Third Party Transactions 

§ 194.231 Additional requirements. 
The wholesale liquor dealer shall report 
on Record 52, Part 2, and on transcript, 
Form 52B, the name and address of each 
consignee, in the column now designated 
“Name.” In the column now designated 
“Address,” there will be reported the 
name and address of the person, firm, or 
corporation paying (by advancement or 
reimbursement) either tax. bottling 
charge, brokerage fee, handling charge, 
or clearance fee, indicating which are 
included. The heading of both columns 
will be amended accordingly. 

(53 Stat. 327 aa amended, 373; 26 U. S. C. 
2857, 3171) 

§ 194.232 Shipment or delivery to 
third party. Where a wholesale liquor 
dealer ships or delivers distilled spirits to 
a consignee on the order of another 
wholesale liquor dealer detailed records 
of the transactions shall be kept on Rec¬ 
ord 52 by (a) the wholesale liquor dealer 
making the shipment or delivery, 
the wholesale liquor dealer giving the 
order, and (c) the consignee if he is a 
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wholesale liquor dealer. For example, 
assuming that wholesale dealer (A) 
ships or delivers the distilled spirits to 
consignee (C) on the order of whole¬ 
sale dealer (B), entries will be made in 
Record 52 by the parties involved as 
follows: 

(a) Wholesale dealer (A) will show in 
his Record 52 the name and address of 
wholesale dealer (B). who ordered the 
distilled spirits, as well as the name and 
address of consignee (C), the person to 
whom the distilled spirits are actually 
shipped or delivered; 

(b» Wholesale dealer (B) will show in 
his Record 52 that the distilled spirits 
were purchased from wholesale dealer 
(A), giving both the name and address 
of (A), and will at the same time make 
an entry showing that the distilled spirits 
were shipped or delivered by (A) to 
consignee (C), giving the name and ad¬ 
dress of (C) ; and 

(c) Consignee (C), if a wholesale 
liquor dealer, will show in his Record 52 
that the distilled spirits were purchased 
from wholesale dealer (B) and received 
by him from wholesale dealer (A), giving 
name and address of both. Transcripts 
of Record 52 on Forms 52 A and 52 B, re¬ 
quired to be filed with the Assistant Re¬ 
gional Commissioner, will similarly show 
the details of such transactions. 

(53 Stat. 327 as amended, 373; 2G U. S. C. 
2857, 3171) 

Procurement of Forms 

1 194.233 Forms to be provided by 
users at own expense. Record 52, Forms 
52A, 52B, and 338 will be provided by 
users at their own expense, but must be 
in the form prescribed by the Commis¬ 
sioner: Provided, That, with the ap¬ 
proval of the Commissioner, they may 
be modified to adapt their use to tabu¬ 
lating or other mechanical equipment: 
Provided further , That where the form 
is printed in book form, including loose- 
leaf books, the Instructions may be print¬ 
ed on the cover or the fly leaf of the 
book instead of on the individual form. 
(53 Stat. 327 as amended; 26 U. S. C. 2857) 
Posting of Signs 

§ 194.234 By wholesalers . Every per¬ 
son engaged in business as wholesale 
dealer in liquors shall place and keep 
conspicuously on the outside of his place 
of business a sign exhibiting in plain and 
legible letters, not less than 3 inches in 
Height, painted in oil colors or gilded, 
and of a proper and proportionate width, 
the name or firm of the dealer, with the 
words “Wholesale Liquor Dealer/’ In 
the case of a wholesale liquor dealer who 
Procures and posts a special tax stamp 
desiimated “Wholesale Dealer in Wines” 
or “Wholesale Dealer in Wines and Malt 
Liquors/* the requirements of this sec¬ 
tion will be met by the posting of a sign 
of the character and dimensions pre¬ 
scribed herein, but with words conform- 
tog to the designation of the special 
tax stamp. 

(53 Stat. 318; 26 U. S. C. 2831) 

§ 194.235 By retailers. Internal reve¬ 
nue laws do not require the posting of 
signs by retail dealers in liquors, retail 
No. 252- 4 
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malt liquor dealers, and wholesale malt 
liquor dealers. 

Subpart N—Slrip Stamps 

5 194.240 Strip stamps required on all 
bottles. All distilled spirits, whether do¬ 
mestic or imported, in the possession of 
wholesale dealers in liquors or retail deal¬ 
ers in liquors must be in bottles or similar 
containers of a capacity of 1 gallon or 
less and must bear either a green or red 
strip stamp on the neck of the bottle 
passing over the cork, stopper, or cap. 

(53 Stat. 303 as amended, 342 as amended; 
26 U. S. C. 2803, 2903) 

§ 194.241 Destruction of strip stamp 
on opening bottle. The strip stamp af¬ 
fixed to containers of distilled spirits 
shall be destroyed upon the opening of 
the container: Provided, That a portion 
of the strip stamp shall be left attached 
to the container while any pari of the 
contents remain therein. 

(53 Stat. 303 as amended, 345; 26 U. S. C. 
2803, 2908) 

§ 194.242 Mutilated or missing red 
strip stamps. Unopened bottles contain¬ 
ing tax-paid distilled spirits required to 
be stamped under 26 U. S. C. 2803, from 
which the (red) strip stamps are missing, 
or on which the (red) strip stamp is 
mutilated to the extent that the contents 
of the bottle are accessible without fur¬ 
ther destruction of the stamp, or on 
which the (red) strip stamp is so muti¬ 
lated that the genuineness thereof can¬ 
not be determined, may be restamped 
pursuant to §§ 194.243-194.246. 

(53 Stat. 303 as amended; 26 U. S. C. 2803) 

§ 194.243 Replacement of mutilated or 
missing red strip stamps found by dealer. 
The bottle should be set aside by the 
dealer and proper remittance (1 cent for 
each red strip stamp of one-half pint 
or greater, or one quarter cent for each 
red strip stamp of less than one-half 
pint) and application under oath for 
the necessary stamps submitted with 
Form 428, in triplicate, to the Assistant 
Regional Commissioner. Copies of Form 
428 may be obtained from the Assistant 
Regional Commissioner. The applicant 
in every case will state the cause of muti¬ 
lation or absence of the stamps and sub¬ 
mit evidence that the spirits are tax- 
paid. Such evidence may consist of the 
invoices covering the purchase of the 
spirits, in addition to other available 
documents. The Assistant Regional 
Commissioner will approve the requisi¬ 
tion, Form 428, if he is satisfied from the 
evidence submitted that the tax has been 
paid on the spirits, and that the mutila¬ 
tion or absence of the stamps has been 
explained. He will forward the original 
Form 428 and one copy with the remit¬ 
tance to the proper District Director. 
The District Director will enter the serial 
numbers of the stamps issued and stamp 
the date of sale on both copies of Form 
428. He will send the stamps and the 
copy of Form 428 to the Assistant Re¬ 
gional Commissioner, who will deliver the 
stamps to the applicant, either by mail 
or by a representative of his office, to¬ 
gether with instructions in regard to af-< 
fixing them to the containers. 

(53 stat. 303 as amended; 26 U. S. C. 2803) 
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§ 194.244 Mutilated or missing red 
strip stamps found by internal revenue 
officer. When an internal revenue offi¬ 
cer discovers an unopened bottle con¬ 
taining distilled spirits, to which no red 
strip stamp is affixed, or on which the 
red strip stamp is mutilated to the extent 
that the contents of the bottle are acces¬ 
sible without further destruction of the 
stamp, or on which the red strip stamp 
is so mutilated that the genuineness 
thereof cannot be determined, the officer 
will direct that the bottle be set aside. 
If the officer is satisfied that the spirits 
in the bottle have been tax-paid, and the 
original contents of the bottle have not 
been replaced or increased by the addi¬ 
tion of any substance, he shall secure an 
affidavit from the proper person setting 
forth the reason for the absence or muti¬ 
lation of the stamp, accompanied by doc¬ 
umentary evidence, if any. in support 
thereof. The officer shall assist the per¬ 
son in executing an application on Form 
428 in order to procure a red strip stamp 
to be affixed to the bottle, pursuant to 
the procedure outlined in § 194.243, 
When the internal revenue officer has 
good reason to believe that the distilled 
spirits have not been tax-paid, or that 
the original contents of the bottle have 
been replaced or increased by the addi¬ 
tion of a substance, he will seize the spir¬ 
its for forfeiture. 

(53 Stat. 303 as amended; 26 U. S. C. 2803) 

§ 194.245 Replacement not required. 
It will not be necessary to require the 
replacement of strip stamps where an 
immaterial portion of the stamp Is miss¬ 
ing, or where the strip stamp has dropped 
off a bottle and may be reaffixed thereto 
by the dealer. 

§ 194.246 Strip stamp missing; open 
bottle. In the case of an opened bottle 
of distilled spirits from which all por¬ 
tions of the strip stamp have been re¬ 
moved, there will be no necessity to re¬ 
quire the restamping of the bottle if the 
internal revenue officer is satisfied the 
bottle contains all or a part of its original 
tax-paid contents only. 

Subpart O—Miscellaneous 

5 194.250 Purchase or sale of used 
containers. The purchase or sale of used 
liquor bottles, and other authorized 
marked containers bearing the penalty 
clause, “Federal Law Forbids Sale or 
Reuse of This Bottle/’ and other indicia 
is prohibited. 

(53 Stat. 331; 26 U. S. C. 2871) 

§ 194.251 Reuse or refilling contain¬ 
ers. No liquor bottle or other author¬ 
ized container shall be reused for the 
packaging of distilled spirits, nor shall 
the original contents, or any portion of 
such original contents, remaining in a 
liquor bottle or other authorized con¬ 
tainer, be increased by the addition of 
any substance. 

(53 Stat. 331; 26 U. S. C. 2871) 

§ 194.252 Possession of used contain¬ 
ers. The possession of used liquor bot¬ 
tles or other authorized marked contain¬ 
ers by any person other than the person 
who empties the contents thereof is 
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prohibited. This shall not prevent the 
dealer upon whose premises such bottles 
or containers may lawfully be emptied 
from assembling the containers in rea¬ 
sonable quantities upon such premises 
for the purpose of destruction, 

(53 Stat. 331; 26 U. S. C. 2871) 

§ 194.253 Tapping of beer barrels and 
kegs. Fermented malt liquor tax stamps 
must be affixed by the brewer to all bar¬ 
rels and kegs of beer before removing 
them from the brewery. Beer kegs or 
barrels must be tapped by driving the 
faucet or tap rod or an air faucet of 
equal size through the stamp. The 
stamp thus destroyed must remain on 
the barrel or keg until it is emptied. 

(53 Stat. 371 as amended; 26 U. S. C. 3159) 

§ 194.254 Possession of undestroyed 
beer stamps. The possession by any 
dealer of fermented malt liquor tax 
stamps which have not been destroyed 
is evidence of failure on the part of such 
dealer to destroy such stamps, as re¬ 
quired by § 194.253, at the time of tap¬ 
ping of the containers. 

(53 Stat. 371 as amended; 26 U. S. C. 3159) 

§ 194.255 Destruction of stamps , 
marks, and brands on wine containers. 
A dealer who empties any receptacle to 
which wine tax stamps have been affixed 
shall destroy such stamps by scraping or 
obliterating immediately on emptying 
the receptacles to which they are affixed. 
If the receptacle is a cask, barrel, or keg, 
the dealer must, in addition to destroy¬ 
ing the stamps, scrape or obliterate all 
marks or brands affixed to such contain¬ 
ers immediately upon emptying. 

(53 Stat. 398; 26 U. S. C. 3301) 

Subpart P—Packaging Alcohol for Industrial 
Purposes 

§ 194.260 Requirements and proce¬ 
dure. Wholesale dealers in liquors may 
package alcohol for industrial purposes 
in containers in excess, of 1 wine gallon 
and less than 5 wine gallons and shall 
be governed by those provisions of Regu¬ 
lations 11 (26 CFR Part 189) which per¬ 
tain to the filing of notice on Form 27 E, 
the procurement, overprinting as to de¬ 
nomination, attachment, and accounting 
of strip stamps, and the maintenance of 
Form 52 D. Form 27 E, properly modi¬ 
fied, will be approved by the Assistant 
Regional Commissioner, and will not be 
forwarded to the Commissioner. Req¬ 
uisitions on Form 428 for strip stamps 
will be submitted to and approved by the 
Assistant Regional Commissioner. The 
strip stamps will be transmitted directly 
by the District Director to the whole¬ 
sale dealer in liquors. The wholesale 
dealer in liquors shall keep records and 
render monthly reports on Form 96 
showing strip stamps received, used, 
mutilated, and on hand. Bottling oper¬ 
ations will be carried on without super¬ 
vision of a storekeeper-gauger. Form 
52 D, properly modified, will be used for 
accounting for alcohol received, dumped, 
and packaged. Preparation of Forms 230 
will not be required. 

(53 Stat. 303 as amended, 331; 26 U. S. C. 
2803, 2871) 
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§ 194.261 Labeling. The wholesale 
dealer in liquors packaging alcohol for 
industrial purposes will affix to such 
package a label bearing the word “Alco¬ 
hol,” and in conspicuous type the words 
“For Industrial Use,” and showing the 
proof, the capacity of the container, and 
his name and address. The wholesaler 
may incorporate in the label other ap¬ 
propriate statements: Provided, That 
such statements shall not obscure or 
contradict the data required hereby to be 
shown on such labels. 

(53 Stat. 303 as amended, 331; 26 U. S. C. 
2803, 2871) 

Effect. These regulations shall be ef¬ 
fective as of December 1, 1953. 

[seal] Justin F. Winkle, 

Acting Commissioner 
of Internal Revenue. 

Approved: December 22, 1953. 

Marion B. Folsom. 

Acting Secretary of the Treasury. 

[F. R. Doc. 53-10735; Filed. Dec. 28. 1953; 
8:45 a. m.J 


Subchapter D—Employment Taxes 

[Regulations 120] 

Part 406— Collection of Income Tax at 

Source on Wages; Applicable on and 

After January 1, 1954 

On October 10. 1953, there was pub¬ 
lished in the Federal Register (18 F. R. 
6469) a notice of proposed rule ifcaking, 
regarding regulations relating generally 
to collection of income tax at source on 
wages under subchapter D of chapter 9 
of the Internal Revenue Code with re¬ 
spect to wages paid on or after January 
1, 1954. After consideration of all rele¬ 
vant matter presented by interested 
parties regarding the rules proposed, the 
regulations so published are hereby 
adopted, subject to the changes set forth 
below: 

Paragraph 1. Section 406.206, relating 
to statutory provisions, is revised as 
follows: 

(A) By striking subparagraph (A) of 
section 1621 (a) (8) and inserting in lieu 
thereof the following; 

(8) (A) For services for an employer 

(other than the United States or any agency 
thereof) (1) performed by a citizen of the 
United States if, at the time of the payment 
of such remuneration, it is reasonable to 
believe that such remuneration will be ex¬ 
cluded from gross income under section 116 
(a), or (il) performed in a foreign country 
by such a citizen if, at the time of the 
payment of such remuneration, the employer 
is required by the law of any foreign country 
to withhold income tax upon such remunera¬ 
tion, or. 

(B) By inserting immediately preced¬ 
ing the period and closing bracket of the 
historical note immediately following the 
text of section 1621 (a) “; sec. 204 (b). 
Technical Changes Act 1953”. 

Par. 2. Section 406.501, relating to re¬ 
ceipts for employees, is revised as 
follows: * 

(A) By striking in subparagraph (1) 
of paragraph (a) the words “original and 
duplicate” and inserting in lieu thereof 


“tax return copy and the employee’s 
copy”. 

(B) By striking all of paragraph (d) 
which follow's the heading “Undelivered 
Forms W-2.” and inserting in lieu 
thereof the following: “The tax return 
copy and the employee’s copy of each 
withholding statement on Form W-2 for 
the calendar year which the employer is 
required to furnish to the employee and 
W'hich after reasonable effort he is un¬ 
able to deliver to the employee shall be 
transmitted to the district director with 
the return on Form 941 filed by the em¬ 
ployer for the first calendar quarter of 
the next succeeding calendar year or 
with the employer’s final return if filed 
at an earlier date. Thus, the unde¬ 
livered copies of Forms W-2 ordinarily 
will be transmitted to the district direc¬ 
tor on or before April 30th or May 10th 
of the year following that for which they 
were issued, depending upon when the 
return for the first calendar quarter of 
such year is required to be filed. In the 
case of an employer having branch 
offices, the undelivered copies of Forms 
W-2 held in such branch offices may be 
transmitted by the employer with his 
return or, at the option of the employer, 
may be transmitted by the branch office 
directly to the district director for the 
internal revenue district in which the 
branch office is located. Such direct 
transmittal by branch offices shall be 
made at the time prescribed for the filing 
of the employer’s return for the first 
quarter of the calendar year following 
that for w'hich the Forms W-2 were 
issued or at the time of the filing of the 
employer’s final return if filed at an 
earlier date. The provisions of this 
paragraph are also applicable with re¬ 
spect to any corrected statements issued 
for a prior calendar year.” 

(C) By striking in paragraph (e) the 
words “triplicates of the statements 
(Form W-2a)” and inserting in lieu 
thereof “district director’s copies of the 
Forms W-2”. 

Par. 3. Section 406.600, relating to 
statutory provisions, is revised by strik¬ 
ing in section 3612 the words “internal 
revenue agent” wherever they appear 
therein in brackets and inserting in lieu 
thereof “collection officer”. 

Par. 4. Section 406.601, relating to re¬ 
turns, is revised by striking paragraph 
(b) and inserting in lieu thereof the 
following: 

(b) District director's copies of Forms 
W-2. (1) The district director’s copy of 
each withholding statement on Form 
W-2 required to be furnished by the em¬ 
ployer with respect to wages paid during 
the calendar year (as well as such copy 
of each corrected statement for a prior 
year) shall be included with the return 
filed for the fourth quarter of the cal¬ 
endar year or with the employer’s final 
return if filed at an earlier date. 

(2) The copies of withholding state¬ 
ments for the current calendar year 
transmitted with the return shall be ac¬ 
companied by a list (preferably in the 
form of an adding machine tape) of the 
amounts of income tax withheld shown 
on such forms. If an employer’s total 
payroll is made up on the basis of a 
number of separate units or establish- 
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ments, the forms may be assembled ac¬ 
cordingly and a separate list or tape sub¬ 
mitted for each unit. In such case, a 
summary list or tape should be sub¬ 
mitted. the total of which will agree with 
the corresponding entry to be made on 
R)rm 941. Where the number of forms 
is large, they may be forwarded in pack¬ 
ages of convenient size. When this is 
done, the packages should be identified 
with the name of the employer and con¬ 
secutively numbered. The number of 
packages should be indicated at the top 
of Form 941. The tax return, Form 941. 
and remittance in cases of this kind 
should be filed in the usual manner, ac¬ 
companied by a brief statement that the 
district director’s copies of Forms W-2 
are in separate packages. 

(3) The district director’s copies of 
corrected Forms W-2 for a prior calen¬ 
dar year shall be assembled separately 
from the forms for the current calendar 
year and shall be accompanied by a 
statement explaining the corrections. 

Par. 5. Section 406.801, relating to 
jeopardy assessments, is revised by strik¬ 
ing paragraph (a) and inserting in lieu 
thereof the following: 

(a) Whenever, in the opinion of the 
district director, the collection of the 
tax will be jeopardized by delay, he 
should assess the tax. together with all 
penalties and interest due. Upon assess¬ 
ment such tax, penalty, and interest 
shall become immediately due and pay¬ 
able. 

Par. 6. Section 406.812, relating to 
additions to tax for delinquent or false 
returns, is revised by striking in sub- 
paragraph (1) (i) (a) of paragraph (a) 
the words 44 an internal revenue agent” 
and inserting in lieu thereof “a collec¬ 
tion officer”. 

[seal] T. Coleman Andrews, 

Commissioner of Internal Revenue. 

Approved: December 22, 1953. 

M. B. Folsom, 

Acting Secretary of the Treasury . 

SUBPART a—INTRODUCTORY PROVISIONS 

Sec. 

406.100 Statutory provisions; citation. 

406.101 Introduction. 

406.102 Scope of regulations. 

SUBPART B—DEFINITIONS 

406.200 Statutory provisions; definitions; in 
general. 

406 201 General definitions and use of 
terms. 

406.202 Statutory provisions; definitions; 

employee. 

406.203 Employee. 

406.204 Statutory provisions; definitions; 

employer. 

406 205 Employer. 

406.206 Statutory provisions; definitions; 

wages. 

406.207 Wages. 

406 208 Exclusions from wages. 

406.209 Statutory provisions; income tax 
collected at source; included and 
excluded wages. 

406210 Included and excluded wages. 
406.211 Statutory provisions; definitions; 

wages; public official. 

400 ~12 Pees paid a public official. 

406-213 Statutory provisions; definitions; 

‘wages; members of the Armed 
Forces. 


Sec. 

406.214 Remuneration of members of the 

Armed Forces of the United States 
for active service in combat zone 
or while hospitalized as a result 
of such service. 

406.215 Statutory provisions; definitions; 

wages: agricultural labor. 

406.216 Remuneration for agricultural labor. 

406.217 Statutory provisions; definitions; 

wages; domestic service. 

406.218 Remuneration for domestic service. 

406.219 Statutory provisions; definitions; 

wages; service not in the course 
of employer’s trade or business. 

406.220 Remuneration for service not In 

the course of employer’s trade or 
business. 

406.221 Statutory provisions; definitions; 

wages; foreign government or in¬ 
ternational organization. 

406.222 Remuneration for services for for¬ 

eign government or International 
organization. 

406.223 Statutory provisions; definitions; 

wages; nonresident aliens. 

406.224 Remuneration for services of non¬ 

resident alien individuals. 

406.225 Statutory provisions; definitions; 

wages; citizens outside the United 
States. 

406.226 Remuneration for services of cit¬ 

izens outside the United States. 

406.227 Statutory provisions; definitions; 

wages; minister of a church. 

406.228 Remuneration for services per¬ 

formed by a minister of a church 
or by a member of a religious 
order. 

406.229 Statutory provisions; definitions; 

wages; delivery or distribution of 
newspapers. 

406.230 Remuneration for delivery and dis¬ 

tribution of newspapers, shopping 
news, and magazines. 

406.231 Statutory provisions; definitions; 

wages: certain tax-exempt trusts 
and annuity plans. 

406.232 Payments from or to certain tax- 

exempt trusts or under or to cer¬ 
tain annuity plans. 


SUBPART C—DETERMINATION OF TAX 

406.300 Statutory provisions; determination 

of tax. 

406.301 Payroll period. 

406.302 Requirement of withholding. 

406.303 Percentage method withholding. 

406.304 Wage bracket withholding. 

406.305 Statutory provisions; income tax 

collected at source; supplemental 
wage payments. 

406.306 Supplemental wage payments. 

406.307 Statutory provisions; Income tax 

collected at source; payroll period 
of more than one year. 

406.308 Wages paid for payroll period of 

more than one year. 

406.309 Statutory provisions; income tax 

collected at source; wages paid on 
behalf of two or more employers. 

406.310 Wages paid on behalf of two or more 

employers. 

406.311 Statutory provisions; income tax 

collected at source; average 
wages. 

406.312 Withholding on basis of average 

wages. 

406.313 Statutory provisions; income tax 

collected at source; additional 
withholding. 

406.314 Additional withholding. 

406.315 Statutory provisions; income tax 

collected at source; withholding 
exemptions. 

406.316 Withholding exemptions. 

406.317 Statutory provisions; definitions; 

number of withholding exemp¬ 
tions claimed. 

406.318 Number of withholding exemptions 

claimed. 

406.319 Withholding exemption certificates. 


Sec. 

406.320 When withholding exemption cer¬ 
tificates effective. 

SUBPART D-LIABILITY FOR TAX 

406.400 Statutory provisions; liability for 

tax. 

406.401 Liability for tax. 

406.402 Statutory provisions; nondeductl- 

bllity of tax in computing net in¬ 
come. 

400.403 Nondeductiblllty of tax. 

SUBPART E—RECEIPTS 

406.500 Statutory provisions; receipts for 

employees. 

406.501 Receipts for employees. 

SUBPART F—RETURNS, PAYMENT OF TAX, 

AND RECORDS 

406.600 Statutory provisions: returns; pay¬ 

ment of tax; and records. 

406.601 Returns. 

406.602 Final returns. 

406.603 Execution of returns. 

406.604 Use of prescribed forms. 

406.605 Place and time for filing returns. 

406.606 Payment of tax. 

406.607 Records. 

SUBPART G—ADJUSTMENTS, REFUNDS, CREDITS, 
AND ABATEMENTS 

406.700 Statutory provisions; adjustments. 

406.701 Quarterly adjustments. 

406.702 Statutory provisions; refunds; cred¬ 

its; and abatements. 

406.703 Refund or credit of overpayments 

which are not adjustable; abate¬ 
ment of overassessments. 

406.704 Statutory provisions; credit for tax 

withheld. 

406.705 Credit for tax withheld; credit or 

refund of overpayment of tax 
withheld. 

406.706 Statutory provisions; period of limi¬ 

tation upon refunds and credits. 

406.707 Period of limitation upon refunds 

and credits. 

SUBPART H—MISCELLANEOUS PROVISIONS 

406.800 Statutory provisions; Jeopardy as¬ 

sessment. 

406.801 Jeopardy assessments. 

406.802 Statutory provisions; period of limi¬ 

tation upon assessment and col¬ 
lection. 

406.803 Period of limitation upon assess¬ 

ment and collection. 

406.804 Statutory provisions; collection of 

tax in Puerto Rico. 

406.805 Collection of tax in Puerto Rico. 

406.806 Statutory provisions; acts to be 

performed by agents. 

406.807 Acts to be performed by agents. 

406.808 Statutory provisions; additions to 

tax for failure to pay an assess¬ 
ment after notice and demand. 

406.809 Interest. 

406.810 Addition to tax for failure to pay 

an assessment after notice and 
demand. 

406.811 Statutory provisions; additions to 

tax for delinquent or false returns. 

406.812 Additions to tax for delinquent or 

false returns. 

406.813 Statutory provisions; penalties. 

406.814 Promulgation of regulations. 

Authority: 55 406.101 to 406.814 Issued 
under sec. 1429, 53 Stat. 178. sec. 3791, 53 
Stat. 467; 26 U. S. C. 1429, 3791. Interpret or 
apply sec. 1627, 57 Stat. 138; 26 U. S. C. 1627. 

SUBPART A—INTRODUCTORY PROVISIONS 

§ 406.100 Statutory provisions; cita~ 
tion. 

Sec. 2. Citation. (Pub. 1 (76th Cong.).) 
This act (enacting the Internal Revenue 
CodeJ and the internal revenue title incor¬ 
porated herein shall be known as the In¬ 
ternal Revenue Code and may be cited as 
*T. H. C 
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§ 406.101 Introduction . These regu¬ 
lations. which constitute Part 406 of 
Title 26 of the Code of Federal Regula¬ 
tions, are prescribed under subchapter 
D, chapter 9. Internal Revenue Code. 
The applicable provisions of subchapter 
D, as well as certain applicable provi¬ 
sions of other internal revenue laws of 
particular importance, will be found in 
the appropriate places in, and are to be 
read in connection with, the regulations 
in this part. References to sections of 
law are references to the Internal Reve¬ 
nue Code unless otherwise expressly in¬ 
dicated. Inasmuch as these regulations 
constitute Part 406 of Title 26 of the 
Code of Federal Regulations, each sec¬ 
tion of the regulations bears a number 
commencing with 406 and a decimal 
point. 

§ 406.102 Scope of regulations, (a) 
The regulations in this part relate to the 
collection of income tax at source on 
"wages paid on or after January 1, 1954, 
regardless of when such wages were 
earned. 

(b) The regulations in this part, with 
respect to the subject matter within the 
scope thereof, supersede Regulations 116, 
approved December 9, 1944 [26 CFR, 
Part 4051, as amended, relating to the 
collection of income tax at source on 
wages under subchapter D, chapter 9, 
Internal Revenue Code, in force prior to 
January 1, 1954. 

SUBPART B—DEFINITIONS 

§ 406.200 Statutory provisions; defi¬ 
nitions; in general. 

Sec. 3797. Defi n itions. 

(а) When used In this title [Internal 

Revenue Code] • • •— 

(1) Person. The term “person*' shall be 
construed to mean and include an individual, 
a trust, estate, partnership, company, or 
corporation. 

(2) Partnership and partner. The term 
'•partnership” includes a syndicate, group, 
pool, joint venture, or other unincorporated 
organization, through or by means of which 
any business, financial operation, or venture 
is carried on, and which is not, within the 
meaning of this title, a trust or estate or a 
corporation: and the term “partner” Includes 
a member In such a syndicate, group, pool, 
Joint venture, or organization. A person 
shall be recognized as a partner for income 
purposes if he owns a capital interest in a 
partnership in which capital is a material 
income-producing factor, whether or not 
such Interest was derived by purchase or 
gift from any other person. 

(3) Corporation. The term “corporation" 
includes associations, Joint-stock companies, 
and insurance companies. 

(4) Domestic. The term “domestic" when 
applied to a corporation or a partnership 
means created or organized in the United 
States or under the law of the United States. 
or of any State or Territory. 

(5) Foreign. The term.“foreign” when ap¬ 
plied to a corporation or partnership means 
a corporation or partnership which is not 
domestic. 

(б) Fiduciary. The term “fiduciary” 
means a guardian, trustee, executor, admin¬ 
istrator, receiver, conservator, or any person 
acting in any fiduciary capacity for any 
person. 

• • • • • 

(9) United States. The term “United 
States” when used in a geographical sense 
Includes only the States, the Territories of 
Alaska and Hawaii, and the District of 
Columbia. 


(10) State. The word “State” shall be 
construed to include the Territories and the 
District of Columbia, where such construc¬ 
tion is necessary to carry out provisions 
of this title. 

(11) Secretary. The term “Secretary" 
means the Secretary of the Treasury. 

(12) Commissioner. The term “Commis¬ 
sioner** means the Commissioner of Internal 
Revenue. 

» • • * • 

(14) Taxpayer. The t*rm “taxpayer” 
means any person subject to a tax imposed 
by this title. 

• * • * * 

(18) International organization. The 
term “international organization” means a 
public international organization entitled to 
enjoy privileges, exemptions, and immunities 
as an International organization under the 
International Organizations Immunities Act. 
• • • • • 

[Sec. 3797 (a), as amended by sec. 511, 
Revenue Act 1942; sec. * (i). Pub. Law 291 
(79th Cong.); sec. 340 (a). Revenue Act 1951.] 

(b) Includes and including. The terms 
“Includes” and “including” when used in a 
definition contained in this title shall not 
be deemed to exclude other things otherwise 
within the meaning of the term defined. 

• • • • • 

§ 406.201 General definitions and use 
of terms. As used in the regulations in 
this part— 

(a) The terms defined in the provi¬ 
sions of law contained in the regulations 
in this part shall have the meanings so 
assigned to them. 

(b) “Internal Revenue Code” means 
the act approved February 10, 1939 (53 
Stat., Part 1), entitled “An act to con¬ 
solidate and codify the internal revenue 
laws of the United States,” as amended. 

(c) “Regulations 116” means the reg¬ 
ulations approved December 9, 1944 (26 
CFR, Part 405), as amended, relating 
to the collection of income tax at source 
on wages under subchapter D, chapter 9, 
Internal Revenue Code, in force prior 
to January 1, 1954. 

(d) “Person” includes an individual, a 
corporation, a partnership, a trust or 
estate, a joint-stock company, an asso¬ 
ciation, or a syndicate, group, pool, joint 
venture or other unincorporated organ¬ 
ization or group, through or by means of 
which any business, financial operation, 
or venture is carried on. It includes a 
guardian, committee, trustee, executor, 
administrator, trustee in bankruptcy, re¬ 
ceiver, assignee for the benefit of credi¬ 
tors, conservator, or any person acting 
in a fiduciary capacity. 

(e) “District director” means district 
director of internal revenue. 

(f) “Identification number” means 
the identifying number of an employer 
assigned, as the case may be. under the 
Federal Insurance Contributions Act or 
Title VIII of the Social Security Act, or 
by the district director in accordance 
with § 406.606 (b) (3). 

(g) “Calendar quarter” means a pe¬ 
riod of three calendar months ending on 
March 31, June 30, September 30, or 
December 31. 

(h) The term “Armed Forces of the 
United States” includes all regular 
and reserve components of the uniformed 
services which are subject to the juris¬ 
diction of the Secretary of Defense, the 
Secretary of the Army, the Secretary of 
the Navy, or the Secretary of the Air 


Force. The term also includes the Coast 
Guard. The members of such forces in¬ 
clude commissioned officers and the per¬ 
sonnel below the grade of commissioned 
officer in such forces. 

(i) The cross references in the regu¬ 
lations in this part to other portions of 
the regulations, when the word “see” is 
used, are made only for convenience and 
shall be given no legal effect. 

5 4C6.202 Statutory provisions; defini¬ 
tions; employee. 

Sec. 1621. Definitions. 

As used lfi this subchapter [subchapter D 
of chapter 9]— 

• • • • • 

(c) Employee. The term “employee” in¬ 
cludes an officer, employee, or elected official 
of the United States, a State, Territory, or 
any political subdivision thereof, or the Dis¬ 
trict of Columbia, or any agency or Instru¬ 
mentality of any one or more of the fore¬ 
going. The term “employee” also includes 
an officer of a corporation. 

[Sec. 1621 (c). as added by sec. 2 (a), 
Current Tax Payment Act 1943.] 

• • • * • 

§ 406.203 Employee, (a) The term 
“employee” includes every individual 
performing services if the relationship 
between him and the person for whom 
he performs such services is the legal 
relationship of employer and employee. 
The term includes officers and employees, 
whether elected or appointed, of the 
United States, a State, Territory. Puerto 
Rico, or any political subdivision thereof, 
or the District of Columbia, or any 
agency or instrumentality of any one or 
more of the foregoing. 

(b) Generally the relationship of em¬ 
ployer and employee exists when the 
person for whom services are performed 
has the right to control and direct the 
individual who performs the services, 
not only as to the result to be accom¬ 
plished by the work but also as to the 
details and means by which that result 
is accomplished. That is, an employee 
is subject to the will and control of the 
employer not only as to what shall be 
done but how it shall be done. In this 
connection, it is not necessary that the 
employer actually direct or control the 
manner in which the services are per¬ 
formed; it is sufficient if he has the right 
to do so. The right to discharge is also 
an important factor indicating that the 
person possessing that right is an em¬ 
ployer. Other factors characteristic of 
an employer, but not necessarily present 
in every case, are the furnishing of tools 
and the furnishing of a place to work to 
the individual who performs the services. 
In general, if an individual is subject to 
the control or direction of another 
merely as to the result to be accom¬ 
plished by the work and not as to the 
means and methods for accomplishing 
the result, he is not an employee. 

(c) Generally, physicians, lawyers, 
dentists, veterinarians, contractors, 
subcontractors, public stenographers, 
auctioneers, and others who follow an in¬ 
dependent trade, business, or profes¬ 
sion, in which they offer their services 
to the public, are not employees. 

(d) Whether the relationship of em¬ 
ployer and employee exists will in doubt¬ 
ful cases be determined upon an exam- 
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iiiation of the particular facts of each 

case. 

(e) If the relationship of employer 
and employee exists, the designation or 
description of the relationship by the 
parties as anything other than that of 
employer and employee is immaterial. 
Thus, if such relationship exists, it is of 
no consequence that the employee is 
designated as a partner, coadventurer, 
agent, or independent contractor. 

(f) The measurement, method, or des¬ 
ignation of compensation is also im¬ 
material, if the relationship of employer 
and employee in fact exists. 

(g) No distinction is made between 
classes or grades of employees. Thus, 
superintendents, managers, and other 
superior employees are employees. 
Generally, an officer of a corporation 
is an employee of the corporation. 
However, an officer of a corporation who 
as such does not perform any services 
or performs only minor services and 
who neither receives nor is entitled to 
receive, directly or indirectly, any re¬ 
muneration is not considered to be an 
employee of the corporation. A director 
of a corporation in his capacity as such 
is not an employee of the corporation. 

<h) Although an individual may be 
an employee under this section, his serv¬ 
ices may be of such a nature, or per¬ 
formed under such circumstances, that 
the remuneration paid for such services 
does not constitute wages within the 
meaning of section 1621 (a). 


5 406.204 Statutory provisions; defi¬ 
nitions; employer. 


Sec. 1631. Definitions. 

As used In this subchapter— 

• • * * • 

(d) Employer . The term "employer" 
means the person for whom an individual 
performs or performed any service, of what¬ 
ever nature, as the employee of such*person, 
except thatr— 

(1) If the person for whom the Individual 
performs or performed the services does not 
have control of the payment of the wages 
for such services, the term '‘employer” (ex¬ 
cept for the purposes of subsection (a)) 
means the person having control of the pay¬ 
ment of such wages; and 

(2) In the case of a person paying wages 
on behalf of a nonresident alien individual, 
foreign partnership, or foreign corporation, 
not engaged in trade or business within the 
United States, the term "employer” (except 
lor the purposes of subsection (a)) means 
such person. 

[Sec. 1621 (d), as added by sec. 2 (a) , Cur¬ 
rent Tax Payment Act 1943.) 

• • • • • 


u § 406.205 Employer, (a) The term 
"employer” means any person for whom 
an individual performs or performed any 
service, of whatever nature, as the em¬ 
ployee of such person. 

<b> it is not necessary that the serv¬ 
ices be continuing at the time the wages 
are paid in order that the status of em¬ 
ployer exist. Thus, for purposes oi 
Withholding, a person for whom an in- 
uividual has performed past services for 
which he is still receiving wages from 
such person is an “employer.” 
ir * c> !f the person for whom the serv- 
ces are or were performed does not have 
r™ control of the payment of the wages 
ior such services, the term “employer" 
uieans (except for the purpose of the 


definition of “wages”) the person having 
such control. For example, where wages, 
such as certain types of pensions or re¬ 
tired pay. are paid by a trust and the 
person for whom the services were per¬ 
formed has no legal control over the 
payment of such wages, the trust is the 
“employer.” 

(d) The term “employer” also means 
(except for the purpose of the definition 
of “wages”) any person paying wages on 
behalf of a nonresident alien individual, 
foreign partnership, or foreign corpora¬ 
tion, not engaged in trade or business 
within the United States (including 
Puerto Rico as if a part of the United 
States). 

(e) It is a basic purpose to centralize 
in the employer the responsibility for 
withholding, returning, and paying the 
tax and furnishing the statements re¬ 
quired under section 1633. The forego¬ 
ing two special definitions of the term 
“employer” are designed solely to meet 
unusual situations. They are not in¬ 
tended as a departure from the basic 
purpose. 

(f) An employer may be an individual, 
a corporation, a partnership, a trust, an 
estate, a joint-stock company, an asso¬ 
ciation, or a syndicate, group, pool, joint 
venture, or other unincorporated or¬ 
ganization, group, or entity. A trust or 
estate, rather than the fiduciary acting 
for or on behalf of the trust or estate, is 
generally the employer. 

<g) The term “employer” embraces 
not only individuals and organizations 
engaged in trade or business, but organi¬ 
zations exempt from income tax, such 
as religious and charitable organizations, 
educational institutions, clubs, social or¬ 
ganizations and societies, as well as the 
governments of the United States, the 
States, Territories, Puerto Rico, and the 
District of Columbia, including their 
agencies, instrumentalities, and political 
subdivisions. 

§ 406.206 Statutory provisions; defi¬ 
nitions; wages. 

Sec. 1621. Definitions. 

As used in this subchapter— 

(a) Wages. The term "wages” means all 
remuneration (other than fees paid to a 
public official) for services performed by an 
employee for his employer, including the 
cash value of all remuneration paid in any 
medium other than cash; except that such 
term shall not Include remuneration paid— 

(1) For active service as a member of the 
armed forces of the United States performed 
prior to January 1.1955, in a month for which 
such member is entitled to the benefits of 
section 22 (b) (13), or 

(2) For agricultural labor (as defined in 
section 1426 (h)), or 

(3) For domestic service In a private home, 
local college club, or local chapter of a college 
fraternity or sorority, or 

(4) For service not in the course of the 
employer’s trade or business performed in 
any calendar quarter by an employee, unless 
the cash remuneration paid for such service 
is 650 or more and such service is performed 
by an individual who Is regularly employed 
by such employer to perform such service. 
For the purposes of this paragraph, an In¬ 
dividual shall be deemed to be regularly 
employed by an employer during a calendar 
quarter only if (A) on each of some twenty- 
four days during such quarter such individ¬ 
ual performs for such employer for some 
portion of the day service not in the course 
of the employer’s trade or business, or (B) 


such Individual was regularly employed (as 
determined under clause (A)) by such em¬ 
ployer In the performance of such service 
during the preceding calendar quarter, or 

(5) For services by a citizen or resident of 
the United States for a foreign government 
or an international organization or for the 
government of the Commonwealth of the 
Philippines, or 

(6) For services performed by a nonresi¬ 
dent alien individual, other than (A) a resi¬ 
dent of a contiguous country who enters and 
leaves the United States at frequent in¬ 
tervals. or (B) a resident of Puerto Rico if 
such services are performed as an employee 
of the United States or any agency thereof, 
or 

(7) For such services, performed by a non¬ 
resident alien Individual who is- a resident 
of a contiguous country and who enters 
and leaves the United States at frequent in¬ 
tervals, as may be designated by regulations 
prescribed by the Commissioner with the 
approval of the Secretary, or 

(8) (A) For services for an employer 
(other than the United States or any agency 
thereof) (1) performed by a citizen of the 
United States if, at the time of the payment 
of such remuneration, it is reasonable to 
believe that such remuneration will be ex¬ 
cluded from gross income under section 118 
(a), or (li) performed in a foreign country 
by such a citizen if, at the time of the pay¬ 
ment of such remuneration, the employer 
is required by the law of any foreign country 
to withhold income tax upon such remunera¬ 
tion. or 

(B) For services for an employer (other 

than the United States or any agency 

thereof) performed by a citizen of the United 
States within a possession of the United 
States (other than Puerto Rico), if it Is 
reasonable to believe that at least 80 per 
centum of the remuneration to be paid to 
the employee by such employer during the 
calendar year will be for such services, or 

(C) For services for an employer (other 

than the United States or any agency 

thereof) performed by a citizen of the 
United States within Puerto Rico, If it is 
reasonable to believe that during the entire 
calendar year the employee will be a bona 
fide resident of Puerto Rico, or 

(9) For services performed by a duly or¬ 
dained, commissioned, or licensed minister 
of a church in the exercise of his ministry 
or by a member of a religious order In the 
exercise of duties required by such order, or 

(10) (A) For services performed by an 
Individual under the age of eighteen In the 
delivery or distribution of newspapers or 
shopping news, not including delivery or dis¬ 
tribution to any point for subsequent deliv¬ 
ery or distribution, or 

(B) For services performed by an Individ¬ 
ual in, and at the time of. the sale of news¬ 
papers or magazines to ultimate consumers, 
under an arrangement under which the 
newspapers or magazines are to be sold by 
him at a fixed price, his compensation being 
based on the retention of the excess of such 
price over the amount at which the news¬ 
papers or magazines are charged to him, 
wdiether or not he is guaranteed a minimum 
amount of compensation for such service, or 
Is entitled to be credited with the unsold 
newspapers or magazines turned back, or 

(11) For services not In the course of the 
employer’s trade or business, to the extent 
paid in any medium other than cash, or 

(12) To, or on behalf of. an employee or 
his beneficiary (A) from or to a trust exempt 
from tax under section 165 (a) at the time 
of such payment unless such payment is 
made to an employee of the trust as remun¬ 
eration for services rendered as such em¬ 
ployee and not as a beneficiary of the trust, 
or (B) under or to an annuity plan which, .at 
the time of such payment, meets the re¬ 
quirements of section 165 (a) (3), (4), (5), 
and (6). 
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l Sec. 1621 (a), as added by sec. 2 (a) , Cur¬ 
rent Tax Payment Act 1943, and as amended 
by sec. 4 (e), Pub. Law 291 (79th Cong.); 
6ec. 10. Pub. Law 384 ( 80th Cong.); sec. 209 
(c). Social Security Act Amendments 1950; 
sees. 202 (b), 221 (f) (1). and (2). Revenue 
Act 1950; secs. 305 (c), 321 (b), Revenue Act 
1951; sec. 2. Pub. Law 213 (83d Cong.); sec. 
204 (b), Technical Changes Act 1953.)) 

» • • • » 

§ 406.207 Wage s —(a) In general . 

(1) The term “wages” means all re¬ 
muneration for services performed by 
an employee for his employer unless 
specifically excepted under section 1621 

(a) or excepted under section 1622 (g). 
See §§ 406.206 to 406.232, inclusive. 

(2) The name by which the remunera¬ 
tion for services is designated is imma¬ 
terial. Thus, salaries, fees, bonuses, 
commissions on sales or on insurance 
premiums, pensions, and retired pay are 
wages within the meaning of the statute 
if paid as compensation for services per¬ 
formed by the employee for his employer. 

(3) The basis upon which the re¬ 
muneration is paid is immaterial in de¬ 
termining whether the remuneration 
constitutes wages. Thus, it may be paid 
on the basis of piecework, or a percentage 
of profits; and may be paid hourly, daily, 
weekly, monthly, or annually. 

(4) Generally the medium in which 
the remuneration is paid is also imma¬ 
terial. It may be paid in cash or in 
something other than cash, as for ex¬ 
ample, stocks, bonds, or other forms of 
property. If services are paid for in a 
medium other than cash, the fair market 
value of the thing taken in payment is 
the amount to be included as wages sub¬ 
ject to withholding. If the services were 
rendered at a stipulated price, in the ab¬ 
sence of evidence to the contrary, such 
price will be presumed to be the fair 
value of the remuneration received. If 
a corporation transfers to its employees 
its own stock as remuneration for serv¬ 
ices rendered by the employee, the 
amount of such remuneration is the 
fair market value of the stock at the 
time of the transfer. 

(5) If a person receives as remunera¬ 
tion for services rendered a salary and 
in addition thereto living quarters or 
meals, the value to such person of the 
quarters and meals so furnished shall 
be added to the remuneration otherwise 
paid for the purpose of determining the 
amount of wages subject to withholding. 
If, however, living quarters or meals are 
furnished to an employee for the con¬ 
venience of the employer, the value 
thereof need not be included as wages 
subject to withholding. 

(6) Ordinarily, facilities or privileges 
(such as entertainment, medical services, 
or so-called “courtesy" discounts on pur¬ 
chases) , furnished or offered by an em¬ 
ployer to his employees generally, are not 
considered as wages subject to withhold¬ 
ing if such facilities or privileges are of 
relatively small value and are offered or 
furnished by the employer merely as a 
means of promoting the health, good 
will, contentment, or efficiency of his 
employees. 

(7) Where wages are paid in property 
other than cash, the employer should 
make necessary arrangements to insure 
that the amount of the tax required to be 


withheld is available for payment to the 
district director. 

(8) Tips or gratuities paid directly to 
an employee by a customer of an em¬ 
ployer, and not accounted for by the 
employee to the employer, are not sub¬ 
ject to withholding. 

(9) Remuneration for services, unless 
such remuneration is specifically ex¬ 
cepted by the statute, constitutes wages 
even though at the time paid the rela¬ 
tionship of employer and employee no 
longer exists between the person in 
whose employ the services were per¬ 
formed and the individual w ? ho per¬ 
formed them. 

Example. A is employed by R during the 
month of January 1954 and Is entitled to 
receive remuneration of $100 for the services 
performed for R. the employer, during the 
month. A leaves the employ of R at the 
close of business on January 31, 1954. On 
February 15. 1954 (when A is no longer an 
employee of R). R pays A the remuneration 
of $100 which was earned for the services per¬ 
formed in January. The $100 is wages 
within the meaning of the statute. 

(b) Pensions and retirement pay . ( 1 ) 

In general, pensions and retired pay are 
wages subject to withholding. However, 
no withholding is required with respect 
to amounts paid to an employee upon 
retirement w’hich are taxable as an¬ 
nuities under the provisions of section 22 
(b) (2). So-called pensions awarded by 
one to whom no services have been ren¬ 
dered are mere gifts or gratuities and do 
not constitute wages. Those payments 
of pensions or other benefits by the Fed¬ 
eral Government under Title 38 of the 
United States Code which are excluded 
from gross income are not wages subject 
to withholding. 

(2) Retirement pay for service in the 
Armed Forces of the United States is 
subject to withholding unless such pay 
is excluded from gross income under sec¬ 
tion 22(b) (5). Where such retirement 
pay (not excluded from gross income 
under section 22 (b) (5)) is paid to a 
nonresident alien individual, withhold¬ 
ing is required only in the case of such 
amounts paid to a nonresident alien 
individual who is a resident of Puerto 
Rico. 

(c) Traveling and other expenses. 
Amounts paid specifically—either as ad¬ 
vances or reimbursements—for travel¬ 
ing or other bona fide ordinary and nec¬ 
essary expenses incurred or reasonably 
expected to be incurred in the business of 
the employer are not wages and are not 
subject to withholding. Traveling and 
other reimbursed expenses must be iden¬ 
tified either by making a separate pay¬ 
ment or by specifically indicating the 
separate amounts where both wages and 
expense allowances are combined in a 
single payment. 

(d) Vacation allowances. Amounts 
of so-called “vacation allowances” paid 
to an employee constitute wages. Thus, 
the salary of an employee on vacation! 
paid notwithstanding his absence from 
work, constitutes wages. 

(e) Dismissal payments. Any pay¬ 
ments made by an employer to an em¬ 
ployee on account of dismissal, that is, 
involuntary separation from the service 
of the employer, constitute wages re¬ 
gardless of whether the employer is 


legally bound by contract, statute, or 
otherwise to make such payments. 

(f) Deductions by employer from 
wages of employee. The amount of any 
tax which is required by law to be de¬ 
ducted by the employer from the wages 
of an employee is considered to be a 
part of the employee’s wages and is 
deemed to be paid to the employee as 
W’ages at the time the deduction is made. 
Other amounts deducted from the wases 
of an employee by an employer also con¬ 
stitute wages paid to the employee at 
the time of the deduction. It is imma¬ 
terial that the Internal Revenue Code, or 
any Act of Congress, or the law of any 
State or of Puerto Rico, requires or per¬ 
mits such deductions and the payment 
of the amounts thereof to the United 
States, a State, a Territory, Puerto Rico, 
or the District of Columbia, or any po¬ 
litical subdivision of any one or more 
of the foregoing. 

(g) Payment by an employer of cm - 
ployee r s tax, or employee's contributions 
under a State law. The term “wascs” 
includes the amount paid by an em¬ 
ployer on behalf of an employee (with¬ 
out deduction from the remuneration of, 
or other reimbursements from, the em¬ 
ployee) on account of any payment re¬ 
quired from an employee under a State 
unemployment compensation law, or on 
account of any tax imposed upon the 
employee by any taxing authority, in¬ 
cluding the taxes imposed by sections 
1400 and 1500. 

(h) Remuneration for services as em¬ 
ployee of nonresident alien individual or 
foreign entity. The term “w T ages” in¬ 
cludes remuneration for services per¬ 
formed by a citizen or resident of the 
United States as an employee of a non¬ 
resident alien individual, foreign part¬ 
nership, or foreign corporation whether 
or not Such alien individual or foreign 
entity is engaged in trade or business 
within the United States. Any person 
paying wages on behalf of a nonresident 
alien individual, foreign partnership, or 
foreign corporation, not engaged in trade 
or business within the United States 
(including Puerto Rico as if a part of 
the United States), is subject to all the 
provisions of law and regulations ap¬ 
plicable with respect to an employer. 
See § 406.205. See § 406.226 (c) for the 
treatment of wages paid for services 
performed by a citizen of the United 
States in Puerto Rico. 

§ 406.208 Exclusions from wages. 
(a) Remuneration for services per¬ 
formed by an employee for his employer 
does not constitute wages for purposes 
of withholding if it is specifically ex¬ 
cepted from wages under any of the 
numbered paragraphs of section 1621 
(a). Remuneration so excepted does not 
constitute wages for purposes of with¬ 
holding even though it is for services 
performed within the United States or 
for services performed outside the 
United States by a citizen of the United 
States for an American employer. 

(b) The exception attaches to the 
remuneration for services performed by 
an employee and not to the employee 
as an individual; that is, the exception 
applies only to the remuneration in an 
excepted category. 
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Example. A is an individual who is em¬ 
ployed part time by B to perform domestic 
service in his home (see § 406.218). A is 
also employed by C part time to perform 
fervlces as a clerk in a department store 
owned bv him. While no withholding is 
required with respect to A’s remuneration 
lor services performed in the employ of B 
(the remuneration being excluded from 
wages), the exception does not embrace the 
remuneration for services performed by A 
in the employ of C and withholding is 
required with respect to the wages for such 
services. 

(c) For provisions relating to the cir¬ 
cumstances under which remuneration 
which is excepted is nevertheless deemed 
to be wages, and relating to the cir¬ 
cumstances under which remuneration 
which is not excepted is nevertheless 
deemed not to be wages, see § 406.210. 

5 406.209 Statutory provisions; in¬ 
come tax collected at source; included 
and excluded wages. 

Sec. 1622. Income tax collected at source. 

• * • * • 

(g) Included and excluded wages . If the 
remuneration paid by an employer to an em¬ 
ployee for services performed during one-half 
or more of any payroll period of not more 
than thirty-one consecutive days constitutes 
wages, all the remuneration paid by such em¬ 
ployer to such employee for such period shaU 
be deemed to be wages; but if the remunera¬ 
tion paid by an employer to an employee for 
services performed during more than one- 
half of any such payroll period does not con¬ 
stitute wages, then none of the remuneration 
paid by such employer to such employee for 
such period shall be deemed to be wages. 

|Sec. 1622 (g) , as added by sec. 2 (a), Cur¬ 
rent Tax payment Act 1943.J 

• * * • • 

5 406.210 Included and excluded 
mges. (a) If a portion of the re¬ 
muneration paid by an employer to his 
employee for services performed during 
a payroll period constitutes wages, and 
the remainder does not constitute wages, 
all the remuneration paid the employee 
for services performed during such period 
shall for purposes of withholding be 
treated alike, that is, either all included 
as wages or all excluded. The time dur¬ 
ing which the employee performs serv¬ 
ices. the remuneration for which under 
section 1621 (a) constitutes wages, and 
the time during which he performs serv¬ 
ices, the remuneration for which under 
such section does not constitute wages, 
determine whether all the remuneration 
for services performed during the payroll 
Period shall be deemed to be included or 
excluded. 

( b) If one-half or more of the em¬ 
ployee’s time in the employ of a particu¬ 
lar person in a payroll period is spent 
in performing services the remuneration 
for which constitutes wages, then all the 
remuneration paid the employee for serv¬ 
ices performed in that payroll period 
shall be deemed to be wages. 

( c) If less than one-half of the em¬ 
ployee’s time in the employ of a particu¬ 
lar person in a payroll period is spent in 
Performing services the remuneration 
lor which constitutes wages, then none 
of the remuneration paid the employee 
ior services performed in that payroll 
Period shall be deemed to be wages. 

Example (f). Employee A Is employed by 
u who operates a farm and a store. The 
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remuneration paid A for services on the farm 
Is excepted as remuneration for agricultural 
labor, and the remuneration for services per¬ 
formed In the store constitutes wages. Em¬ 
ployee A is paid on a monthly basis. During 
a particular month, A works 120 horns on 
the farm and 80 hours In the store. None 
of the remuneration paid A for services per¬ 
formed during the month Is deemed to be 
wages, since the remuneration paid for less 
than one-half of the services performed dur¬ 
ing tiie month constitutes wages. 

During another month A works 75 hours 
on the farm and 120 hours in the store. AU 
of the remuneration paid A for services per¬ 
formed during the month is deemed to be 
wages since the remuneration paid for one- 
half or more of the services performed during 
the month constitutes wages. 

Example (2). Employee C is employed as 
a maid by D. a physician, whose home and 
office are located In the same building. The 
remuneration paid C for services in the home 
is excepted as remuneration for domestic 
service, and the remuneration paid for her 
services in the office constitutes wages. C is 
paid on a weekly basis. During a particular 
week C works 20 hours In the home and 20 
hours In the office. All of the remuneration 
paid C for services performed during that 
week is deemed to be wages, since the remu¬ 
neration paid for one-half or more of the 
services performed during the week consti¬ 
tutes wages. 

During another week C works 22 hours In 
the home and 15 hours In the office. None of 
the remuneration paid C for services per¬ 
formed during that week is deemed to be 
wages, since the remuneration paid for less 
than one-half of the services performed dur¬ 
ing the week constitutes wages. 

(d) The rules set forth in this section 
do not apply (1) with respect to any 
remuneration paid for services per¬ 
formed by an employee for his employer 
if the periods for which remuneration is 
paid by the employer vary to the extent 
that there is no period which constitutes 
a payroll period within the meaning of 
section 1621 (b), or (2) with respect to 
any remuneration paid for services per¬ 
formed by an employee for his employer 
if the payroll period for which remu¬ 
neration is paid exceeds 31 consecutive 
days. In any such case withholding is 
required with respect to that portion of 
such remuneration which constitutes 
wages. 

§ 406.211 Statutory provisions; defi¬ 
nitions; wages; public official . 

Sec. 1621. Definitions. 

As used in this subchapter— % 

(a) Wages. The term “wages” means all 
remuneration (other than fees paid to a pub¬ 
lic official) for services performed by an em¬ 
ployee for his employer, • • • 

(Sec. 1621 (a), as added by sec. 2 (a). 
Current Tax Payment Act 1943. and as 
amended by sec. 4 (e). Pub. Law 291 (79th 
Cong.); sec. 10. Pub. Law 384 (80th Cong.); 
sec. 209 (c). Social Security Act Amendments 
1950; secs. 202 (b). 221 (f) (1). and (2), 
Revenue Act 1950; secs. 305 (c), 321 (b). 
Revenue Act 1951. J 

* • * + • • 

§ 406.212 Fees paid a public official. 
(a) Authorized fees paid to public offi¬ 
cials such as notaries public, clerks of 
courts, sheriffs, etc., for services rendered 
in the performance of their official 
duties are excepted from the definition 
of the term “wages" and hence are not 
subject to withholding. However, sal¬ 
aries paid such officials by the Govern¬ 


ment, or Government agency or instru¬ 
mentality, are subject to withholding. 

(b) Amounts paid to precinct workers 
for services performed at election booths 
in State, county, and municipal elections 
and fees paid to jurors and witnesses 
are in the nature of fees paid to public 
officials and therefore are not subject 
to withholding. 

§ 406.213 Statutory provisions; defi¬ 
nitions; wages; members of the Armed 
Forces. 

Sec. 1621. Definitions. 

As UBCd in this subchapter— 

(a) Wages. The term "wages" means all 
remuneration • • • for services per¬ 

formed by an employee for his employer 

• • •; except that such term shall not 

include remuneration paid— 

(1) For active service as a member of the 
armed forces of the United States performed 
prior to January 1, 1955, In a month for 
which such member is entitled to the bene¬ 
fits of section 22 (b) (13), or 

(Sec. 1621 (a) (1), as added by sec. 2 (a). 
Current Tax Payment Act 1943, and as 
amended by sec. 10. Pub. Law 384 (80th 
Cong.); sec. 202 (b). Revenue Act 1950; sec. 
305 (c), Revenue Act 1951; sec. 2, Pub. Law 
213 (83d Cong.).) 

***** 

§ 406.214 Remuneration of members 
of the Armed Forces of the United States 
for active service in combat zone or while 
hospitalized as a result of such service. 
Remuneration paid for active service 
as a member of the Armed Forces of the 
United States performed prior to Jan¬ 
uary 1,1955, in a month during any part 
of which such member served in a com¬ 
bat zone (as determined under section 22 
(b) (13)) or is hospitalized at any place 
as a result of wounds, disease, or injury 
incurred while serving in such a combat 
zone, is excepted from the definition of 
the term “wages” and is, therefore, not 
subject to withholding. The exception 
with respect to hospitalization is appli¬ 
cable, however, only if during all of such 
month there are combatant activities in 
some combat zone (as determined under 
section 22 (b) (13)). 

§ 406.215 Statutory provisions; defi¬ 
nitions; wages; agricultural labor. 

Sec. 1621. Definitions. 

As used in this subchapter— 

(a) Wages. The term "wages" means all 
remuneration • • • for services per¬ 

formed by an employee for bis employer 

• • •; except that such term shall not 

include remuneration paid— 

* * * * * 

(2) For agricultural labor (as defined in 
section 1426 (h)), or 

[Sec. 1621 (a) (2). as added by sec. 2 (a). 
Current Tax Payment Act 1943.( 

• ♦ • • • 

Sec. 1426. Definitions. 

_ When used In this subchapter [subchapter 
A of chapter 91— 

* * * • • 

(h) Agricultural Labor. The term "agri¬ 
cultural labor" Includes all service per¬ 
formed— 

(1) On a farm, in the employ of any per¬ 
son, In connection with cultivating the soil, 
or in connection with raising or harvesting 
any agricultural or horticultural commodity, 
including the raising, shearing, feeding, car¬ 
ing for, training, and management of live¬ 
stock, bees, poultry, and fur-bearing animals 
and wUdlife. 
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(2) In the employ of the owner or tenant 
or other operator of a farm* In connection 
with the operation, management, conserva¬ 
tion, Improvement, or maintenance of such 
farm and its tools and equipment, or in sal¬ 
vaging timber or clearing land of brush and 
other debris left by a hurricane, if the major 
part of such service is performed on a farm. 

(3) In connection with the production or 
harvesting of any commodity defined as an 
agricultural commodity in section 15 (g) of 
the Agricultural Marketing Act. as amended, 
or in connection with the ginning of cotton, 
or in connection with the operation or main¬ 
tenance of ditches, canals, reservoirs, or 
waterways, not owned or operated for profit, 
used exclusively for supplying and storing 
water for farming purposes. 

(4) (A) In the employ of the operator of 
a farm in handling, planting, drying, pack¬ 
ing, packaging, processing, freezing, grading, 
storing, or delivering to storage or to mar¬ 
ket or to a carrier for transportation to mar¬ 
ket, in its unmanufactured state, any agri¬ 
cultural or horticultural commodity; but 
only if such operator produced more than 
one-half of the .commodity with respect to 
which such service is performed. 

(B) In the employ of a group of operators 
of farms (other than a cooperative organi¬ 
zation) in the performance of service de¬ 
scribed in subparagraph (A), but only if such 
operators produced all of the commodity 
with respect to which such service is per¬ 
formed. For the purposes of this subpara¬ 
graph, any unincorporated group of opera¬ 
tors shall be deemed a cooperative organi¬ 
zation if the number of operators compris¬ 
ing such group is more than twenty at any 
time during the calendar quarter in which 
such service is performed. 

(C) The provisions of subparagraphs (A) 
and (B) shall not be deemed to be appli¬ 
cable with respect to service performed in 
connection with commercial canning or 
commercial freezing or in connection with 
any agricultural or horticultural commodity 
after its delivery to a terminal market for 
distribution for consumption. 

(5) On a farm operated for profit if such 
service is not in the course of the employer’s 
trade or business or is domestic service in 
a private home of the employer. 

As used in this section, the term “farm 0 
Includes stock, dairy, poultry, fruit, fur- 
bearing animal, and truck farms, plantations, 
ranches, nurseries, ranges, greenhouses or 
other similar structures used primarily for 
the raising of agricultural or horticultural 
commodities, and orchards. 

[Sec. 1426 (h), as added by sec. 606, Social 
Security Act Amendments 1939, and as 
amended by sec. 204 (d), Social Security 
Act Amendments 1950. J 

• • • • • 

Sec. 15. Miscellaneous provisions (agri¬ 
cultural MARKETING ACT). 

♦ * * • * 

(g) As used In this act. the term “agri¬ 
cultural commodity*' includes • • • 

crude gum (oleoresin) from a living tree, and 
the following products as processed by the 
original producer of the crude gum (oleo¬ 
resin) from which derived: Gum spirits of 
turpentine and gum rosin, as defined in the 
Naval Stores Act, approved March 3, 1923. 

(Sec. 15 (g). Pub. Law 10 (71st Cong.), as 
added by sec. 3. Pub. Law 867 (71st Cong.).] 

Sec. 2. (The naval stores act). 

That, when used in this act_ 

• • • • * 

(c) “Gum spirits of turpentine'* means 

spirits of turpentine made from gum (oleo¬ 
resin) from a living tree. 

• • • t » 

(h) “Gum rosin'* means rosin remaining 
after the distillation of gum spirits of tur¬ 
pentine. 


[Sec. 2 (c), (h), Pub. Law 478 (67th 
Cong.).] 

• • • • • 

§ 406.216 Remuneration for agricul¬ 
tural labor —(a> In general. (1) The 
term “wages” does not include re¬ 
muneration for services which constitute 
agricultural labor as defined in section 
1426 (h). The term “agricultural labor” 
as so defined includes services of a char¬ 
acter described in paragraphs (b), (c), 
(d), (e), and (f) of this section. In 
general, however, the term agricultural 
labor does not include services performed 
in connection with forestry, lumbering, 
or landscaping. 

(2) The term “farm” as used in the 
regulations in this part includes stock, 
dairy, poultry, fruit, fur-bearing animal, 
and truck farms, plantations, ranches, 
nurseries, ranges, orchards, and such 
greenhouses and other similar structures 
as are used primarily for the raising of 
agricultural or horticultural commodi¬ 
ties. Greenhouses and other similar 
structures used primarily for other pur¬ 
poses (for example, display, storage, and 
fabrication of wreaths, corsages, and 
bouquets) do not constitute “farms.” 

(b) Services described in section 1426 
(h) (1). (l) Remuneration paid for 
services performed on a farm by an em¬ 
ployee of any person in connection with 
any of the following activities is excepted 
as remuneration for agricultural labor: 

(1) The cultivation of the soil; 

(ii) The raising, shearing, feeding, 
caring for, training, or management of 
livestock, bees, poultry, fur-bearing ani¬ 
mals, or wildlife; or 

(iii) The raising or harvesting of any 
other agricultural or horticultural com¬ 
modity. 

(2) Remuneration paid for services 
performed in connection with the pro¬ 
duction or harvesting of maple sap, or in 
connection with the raising or harvest¬ 
ing of mushrooms, or in connection with 
the hatching of poultry ts excepted only 
if such services are performed on a farm. 
Thus, services performed in connection 
w r ith the operation of a hatchery, if not 
operated as part of a poultry or other 
farm, do not constitute agricultural 
labor. Services performed in the pro¬ 
cessing tas distinguished from the gath¬ 
ering) of maple sap into maple sirup or 
maple sugar do not constitute agricul¬ 
tural labor, even though such services 
are performed on a farm. 

(c) Services described in section 1426 
(h) (2). ( 1 ) The remuneration paid for 
the following services performed by an 
employee in the employ of the owner or 
tenant or other operator of one or more 
farms is excepted as remuneration for 
agricultural labor, provided the major 
part of such services is performed on a 
farm: 

(1) Services performed in connection 
with the operation, management, con¬ 
servation, improvement, or mainte¬ 
nance of any of such farms or its tools or 
equipment; or 

(ii) Services performed in salvaging 
timber, or clearing land of brush and 
other debris, left by a hurricane. 

(2) The services described in sub- 
paragraph (1) (i) of this paragraph may 
include, for example, services performed 


by carpenters, painters, mechanics, farm 
supervisors, irrigation engineers, book¬ 
keepers. and other skilled or semiskilled 
workers, which contribute in any way to 
the conduct of the farm or farms, as 
such, operated by the person employing 
them, as distinguished from any other 
enterprise in which such person may be 
engaged. 

(3) Since the services described in 
this paragraph must be performed in 
the employ of the owner or tenant or 
other operator of the farm, the excep¬ 
tion does not extend to remuneration 
paid for services performed by em¬ 
ployees of a commercial painting con¬ 
cern, for example, which contracts with 
a farmer to renovate his farm properties. 

(d) Services described in section 1426 
(h) (3). Remuneration paid for serv¬ 
ices performed by an employee in the 
employ of any person in connection with 
any of the following operations is ex¬ 
cepted as remuneration for agricultural 
labor without regard to the place where 
such services are performed: 

(1) The ginning of cotton; 

(2) The operation or maintenance of 
ditches, canals, reservoirs, or waterways, 
not owned or opefhted for profit, used 
exclusively for supplying or storing water 
for farming purposes; or 

(3) The production or harvesting of 
crude gum (oleoresin) from a living tree 
or the processing of such crude gum into 
gum spirits of turpentine and gum rosin, 
provided such processing is carried on by 
the original producer of such crude gum. 

(e) Services described in section 1426 

(h) (4). (1) Remuneration paid for 

services performed by an employee in 
the handling, planting, drying, packing, 
packaging, processing, freezing, grading, 
storing, or delivering to storage or to 
market or to a carrier for transportation 
to market, of any agricultural or horti¬ 
cultural commodity is excepted as re¬ 
muneration for agricultural labor if: 

(1) Such services are performed by 
the employee in the employ of an op¬ 
erator of a farm or in the employ of a 
group of operators of farms (other than 
a cooperative organization); 

(ii) Such services are performed with 
respect to the commodity in its unmanu¬ 
factured «tate; and 

(iii) (a) Such operator produced 
more than one-half of the commodity 
with respect to which such services are 
performed during the pay period, or (b) 
such group of operators produced all of 
the commodity with respect to which 
such services are performed during the 
pay period. 

(2) The term “operator of a farm” as 
used in this paragraph means an owmer, 
tenant, or other person, in possession of 
a farm and engaged in the operation of 
such farm. 

(3) The services described in this 
paragraph do not constitute agricultural 
labor if performed in the employ of a 
cooperative organization. The term 
“organization” includes corporations, 
joint-stock companies, and associations 
which are treated as corporations under 
the Internal Revenue Code. For the 
purposes of this paragraph, any unin¬ 
corporated group of operators shall be 
deemed a cooperative organization if the 
number of operators comprising such 
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group is more than 20 at any time during 
the calendar quarter in which the serv¬ 
ices involved are performed. 

( 4 > Processing services which change 
the commodity from its raw or natural 
state do not constitute agricultural 
labor. For example, the extraction of 
juices from fruits or vegetables is a proc¬ 
essing operation which changes the 
character of the fruits or vegetables 
from their raw or natural state and. 
therefore, does not constitute agricul¬ 
tural labor. On the other hand, services 
rendered in the cutting and drying of 
fruits or vegetables are processing oper¬ 
ations which do not change the charac¬ 
ter of the fruits or vegetables and, there¬ 
fore, constitute agricultural labor, if the 
other requisite conditions are met. 
Services performed with respect to a 
commodity after its character has been 
changed from its raw or natural state by 
a processing operation do not constitute 
agricultural labor. 

(5) The term “commodity* refers to 
a single agricultural or horticultural 
product, for example, all apples are to 
be treated as a single commodity, while 
apples and peaches are to be treated as 
two separate commodities. The services 
with respect to each such commodity are 
to be considered separately in determin¬ 
ing whether the condition set forth in 
subparagraph (1) (iii) of this para¬ 
graph has been satisfied. The portion 
of the commodity produced by an opera¬ 
tor or group of operators with respect to 
which the services described in this para¬ 
graph are performed by a particular 
employee shall be determined on the 
basis of the pay period in which such 
services were performed by such em¬ 
ployee. 

(6) The services described in this 
paragraph do not include services per¬ 
formed in connection with commercial 
canning or commercial freezing, or in 
connection with any commodity after its 
delivery to a terminal market for dis¬ 
tribution for consumption. Moreover, 
since the services described in this para¬ 
graph must be rendered in the actual 
handling, planting, drying, packing, 
packaging, processing, freezing, grad¬ 
ing, storing, or delivering to storage or 
to market or to a carrier for transporta¬ 
tion to market, of the commodity, such 
services do not. for example, include serv¬ 
ices performed as stenographers, book¬ 
keepers. clerks, and other office em¬ 
ployees, even though such services may 
be in connection with such activities. 
However, to the extent that the services 
of such individuals are performed in the 
employ of the owner or tenant or other 
operator of a farm and are rendered in 
major part on a farm, they may be within 
the provisions of paragraph (c) of this 
section. 

Services described in section 1426 
(/l > (5). Remuneration paid for serv¬ 
ices not in the course of the employer’s 
trade or business (see § 406.220) or for 
domestic service in a private home of 
tne employer (see § 406.218) is excepted 
as remuneration for agricultural labor 
u suc “ services are performed on a farm 
operated for profit. Generally, a farm 
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is not operated for profit if it is occupied 
by the employer primarily for residential 
purposes, or is used primarily for the 
pleasure of the employer or his family 
such as for the entertainment of guests 
or as a hobby of the employer or his 
family. 

§ 406.217 Statutory provisions; defi¬ 
nitions; wages; domestic service . 

Sec. 1621. Definitions. 

As used in this subchapter— 

(a) Wages. The term "wages” means all 

remuneration • • • for services per¬ 

formed by an employee for his employer 
• • •; except that such term shall not 

Include remuneration paid— 

• • • • • 

(3) For domestic service in a private 
home, local college club, or local chapter of 
a college fraternity or sorority, or 

[Sec. 1621 (a) (3), as added by sec. 2 (a), 
Current Tax Payment Act 1943.) 

• • • • • 

§ 406.218 Remuneration for domestic 
service. (a) Remuneration paid for 
services of a household nature per¬ 
formed by an employee in or about the 
private home of the person by whom he 
is employed, or performed in or about 
the club rooms or house of a local col¬ 
lege club or local chapter of a college 
fraternity or sorority by which he is 
employed, is excepted from the term 
“wages.** 

(b) A private home is the fixed place 
of abode of an individual or family. 

(c) A local college club or local chap¬ 
ter of a college fraternity or sorority 
does not include an alumni club or 
chapter. 

(d) If the home is utilized primarily 
for the purpose of supplying board or 
lodging to the public as a business enter¬ 
prise, it ceases to be a private home and 
the remuneration paid for services per¬ 
formed therein is not excepted. Like¬ 
wise. if the club rooms or house of a 
local college club or local chapter of 
a college fraternity or sorority is used 
primarily for such purpose, the remuner¬ 
ation paid for services performed therein 
is not within the exception. 

(e) In general, services of a house¬ 
hold nature in or about a private home 
include services rendered by cooks, maids, 
butlers, valets, laundresses, furnacemen, 
gardeners, footmen, grooms, and chauf¬ 
feurs of automobiles for family use. In 
general, services of a household nature 
in or about the club rooms or house of 
a local college club or local chapter of 
a college fraternity or sorority include 
services rendered by cooks, waiters, 
butlers, maids, janitors, laundresses, 
furnacemen. handymen, gardeners, 
housekeepers, and housemothers. 

(f) The remuneration paid for serv¬ 
ices of a household nature is not within 
the exception if performed in or about 
rooming or lodging houses, boarding 
houses, clubs (except local college clubs), 
hotels, hospitals, eleemosynary institu¬ 
tions, or commercial offices or establish¬ 
ments. 

(g) Remuneration paid for services 
performed as a private secretary, even 
though performed in the employer’s 
home, is not within the exception* 
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§ 406.219 Statutory provisions; defi¬ 
nitions; wages; service not in the course 
of employer's trade or business . 

Sec. 1621. Definitions. 

As used in this subchapter— 

(a) Wages. The term "wages” means all 

remuneration • • • for services per¬ 

formed by an employee for his employer 
• • •; except that such term shall not 

include remuneration paid— 

• • » • # 

(4) For service not In the course of the 
employer’s trade or business performed In 
any calendar quarter by an employee, unless 
the cash remuneration paid for such service 
Is $50 or more and such service is performed 
by an individual who is regularly employed 
by such employer to perform such service. 
For the purposes of this paragraph, an in¬ 
dividual shall be deemed to be regularly em¬ 
ployed by an employer during a calendar 
quarter only If (A) on each of some twenty- 
four days during such quarter such Individ¬ 
ual performs for such employer for some 
portion of the day service not in the course 
of the employer’s trade or business, or (B) 
such Individual was regularly employed (as 
determined under clause (A)) by such em¬ 
ployer in the performance of such service 
during the preceding calendar quarter, or 
♦ • • • • 

(11) For services not in the course of the 
employer’s trade or business, to the extent 
paid in any medium other than cash, or 

(Sec. 1621 (a) (4), as added by sec. 2 (a). 
Current Tax Payment Act 1943, and as 
amended by sec. 209 (c). Social Security Act 
Amendments 1950; and sec. 1621 (a) (11), as 
added by sec. 209 (c). Social Security Act 
Amendments 1950.] 

§ 406.220 Remuneration for service 
not in the course of employer's trade or 
business. (a) The term “wages’* does not 
include remuneration paid in any me¬ 
dium other than cash for service not 
in the course of the employer’s trade or 
business. Cash remuneration paid for 
service not in the course of the em¬ 
ployer’s trade or business performed by 
an employee for an employer in a cal¬ 
endar quarter is excepted from the term 
“wages” unless— 

(1) The cash remuneration paid for 
such service performed by the em¬ 
ployee for the employer in the calendar 
quarter is $50 or more; and 

(2) Such employee is regularly em¬ 
ployed in the calendar quarter by such 
employer to perform such service. 

Unless the tests set forth In both sub- 
paragraphs (1) and (2) of this para¬ 
graph are met, cash remuneration for 
service not in the course of the employ¬ 
er's trade or business is excluded from 
wages. 

(b) The term “service not in the 
course of the employer's trade or busi¬ 
ness” includes service that does not pro¬ 
mote or advance the trade or business of 
the employer. Remuneration paid for 
service performed for a corporation 
does not come within the exception. 

(c) The test relating to cash remuner¬ 
ation of $50 or more is based on the 
remuneration earned during a calendar 
quarter rather than on the remunera¬ 
tion paid in a calendar quarter. How¬ 
ever, for purposes of determining 
whether the test is met, it is also re- 
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quired that the remuneration be paid, 
although it is immaterial when the re¬ 
muneration is paid. Furthermore, in 
determining whether $50 or more has 
been paid for service not in the course 
of the employer’s trade or business, only 
cash remuneration for such service 
shall be taken into account. The term 
“cash remuneration” includes checks 
and other monetary media of exchange. 
Remuneration paid in any other me- 
duim, such as lodging, food, or other 
goods or commodities, is disregarded in 
determining whether the cash-remuner¬ 
ation test is met. 

(d) For the purposes of this excep¬ 
tion, an individual is deemed to be regu¬ 
larly employed by an employer during a 
calendar quarter only if: 

(1) Such individual performs service 
not in the course of the employer’s trade 
or business for such employer for some 
portion of the day on at least 24 days 
(whether or not consecutive) during such 
calendar quarter; or 

(2) Such individual was regularly em¬ 
ployed (as determined under subpara¬ 
graph (1)) by such employer in the 
performance of service not in the course 
of the employer’s trade or business dur¬ 
ing the preceding calendar quarter. 

(e) In determining whether an em¬ 
ployee has performed service not in the 
course of the employer’s trade or busi¬ 
ness on at least 24 days during a calendar 
quarter, there shall be counted as one 
day— 

(1) Any day or portion thereof on 
which the employee actually performs 
such service; and 

(2) Any day or portion thereof on 
which the employee does not perform 
service of the prescribed character but 
with respect to which cash remuneration 
is paid or payable to the employee for 
such service, such as a day on which the 
employee is sick or on vacation. 

An employee who on a particular day 
reports # for work and, at the direction 
of his employer, holds himself in readi¬ 
ness to perform service not in the course 
of the employer's trade or business shall 
be considered to be engaged in the actual 
performance of such service on that 
day. For the purposes of this excep¬ 
tion, a day is a period of 24 hours com¬ 
mencing at midnight and ending at mid¬ 
night. 

(f) For provisions relating to service 
not in the course of the employer’s 
trade or business and domestic service 
performed on a farm operated for profit, 
see § 406.216 (f). For provisions relat¬ 
ing to domestic service in a private 
home, local college club, or local chapter 
of a college fraternity or sorority, see 
§ 406.218. 

§ 406.221 Statutory provisions; defi¬ 
nitions; wages; foreign government or 
international organization. 

Sec. 1621. Definitions. 

As used in this sitbchapter— 

(a) Wages. The term “wages” means all 
remuneration • • • for services per¬ 

formed by an employee for his em¬ 
ployer • • •; except that such term shall 
not include remuneration paid— 

• • • • * 

(5) For services by a citizen or resident of 
the United States for a foreign government 
or an international organization or for the 


government of the Commonwealth of the 
Philippines, or 

|Sec. 1621 (a) (5), as added by sec. 2. (a). 
Current Tax Payment Act 1943, and as 
amended by sec. 4 (e). Pub. Law 291 (79th 
Cong.).] 

• • • • * 

Sec. 3797. Definitions. 

(a) When used in this title • • • 

• • « • • 

(18) International organization . The 
term “international organization” means a 
public International organization entitled to 
enjoy privileges, exemptions, and immunities 
as an international organization under the 
International Organizations Immunities Act. 

I Sec. 3797 (a) (18), as added by sec. 4 (i). 
Pub. Law 291 (79th Cong.).] 

Sec. 1. (International organizations im¬ 
munities act). 

For the purposes of this title [Interna¬ 
tional Organizations Immunities Act], the 
term “International organization” means a 
public international organization in which 
the United States participates pursuant to 
any treaty or under the authority of any 
Act of Congress authorizing such partic¬ 
ipation or malting an appropriation for such 
participation, and which shall have been 
designated by the President through appro¬ 
priate Executive order as being entitled to 
enjoy the privileges, exemptions, and im¬ 
munities herein provided. The President 
shall be authorized, in the light of the func¬ 
tions performed by any such international 
organization, by appropriate Executive or¬ 
der to withhold or withdraw from any such 
organization or its officers or employees any 
of the privileges, exemptions, and immuni¬ 
ties provided for in this title (including the 
amendments made by this title) or to con¬ 
dition or limit the enjoyment by any such 
organization or its officers or employees of 
any such privilege, exemption, or Immunity. 
The President shall be authorized, if in his 
judgment such action should be Justified 
by reason of the abuse by an international 
organization or its officers and employees 
of the privileges, exemptions, and Immuni¬ 
ties herein provided or for any other reason, 
at any time to revoke the designation of any 
international organization under this sec¬ 
tion, whereupon the international organiza¬ 
tion in question shall cease to be classed as 
an international organization for the pur¬ 
poses of this title. 

[Sec. 1, Pub. Law 291 (79th Cong.).] 

§ 406.222 Remuneration for services 
for foreign government or international 
organization —(a) Services for foreign 
government. (1) Remuneration paid 
for services performed as an employee of 
a foreign government, or the govern¬ 
ment of the Commonwealth of the 
Philippines, is excepted. The exception 
includes not only remuneration paid for 
services performed by ambassadors, min¬ 
isters, and other diplomatic officers and 
employees but also remuneration paid 
for services performed as a consular or 
other officer or employee of a foreign 
government, or the government of the 
Commonwealth of the Philippines, or as 
a nondiplomatic representative of such a 
government. However, the exception 
does not include remuneration for serv¬ 
ices performed for a corporation created 
or organized in the United States or 
under the laws of the United States or of 
any State (including the District of 
Columbia or the Territory of Alaska or 
Hawaii) or of Puerto Rico even though 
such corporation is wholly owned by such 
a government. 

(2) The citizenship or residence of the 
employee and the place where the serv¬ 


ices are performed are immaterial for 
purposes of the exception. 

(b) Services for international organi¬ 
zation. Subject to the provisions of sec¬ 
tion 1 of the International Organizations 
Immunities Act, remuneration paid for 
services performed within or without the 
United States by an employee for an 
international organization as defined in 
section 3797 (a) (18) is excepted from 
the term “wages.” The term “employee” 
as used in the preceding sentence in¬ 
cludes not only an employee who is a 
citizen or resident of the United States 
but also an employee who is a nonresi¬ 
dent alien individual. The term “em¬ 
ployee” also includes an officer. An 
organization designated by the President 
through appropriate Executive order as 
entitled to enjoy the privileges, exemp¬ 
tions, and immunities provided in the 
International Organizations Immunities 
Act may enjoy the benefits of the exclu¬ 
sion from wages with respect to remu¬ 
neration paid for services performed for 
such organization prior to the date of 
the issuance of such Executive order, if 
(1) the Executive order does not provide 
otherwise and (2) the organization is a 
public international organization in 
which the United States participates, 
pursuant to a treaty or under the au¬ 
thority of an Act of Congress authorizing 
such participation or making an appro¬ 
priation for such participation, at the 
time such services are performed. 

§ 406.223 Statutory provisions; defi¬ 
nitions; wages; nonresident aliens. 

Sec. 1621. Definitions. 

As used in this subchapter— 

(а) Wages. The term “wages” means all 

remuneration • • • for services per¬ 

formed by an employee for his employer 
• • •; except that such term shall not 

include remuneration paid— 

• • • • • 

(б) For services performed by a nonresi¬ 
dent alien Individual, other than (A) a resi¬ 
dent of a contiguous country who enters and 
leaves the United States at frequent intervals, 
or (B) a resident of Puerto Rico if such serv¬ 
ices are performed as an employee of the 
United States or any agency thereof, or 

(7) For such services performed by a non¬ 
resident alien individual who is a resident of 
a contiguous country and who enters and 
leaves the United States at frequent inter¬ 
vals, as may be designated by regulations 
prescribed by the Commissioner with the 
approval of the Secretary, or 

[Sec. 1621 (a) (6), as added by sec. 2 (a), 
Current Tax Payment Act 1943, and ns 
amended by sec. 221 (f) (1), Revenue Act 
1950; and sec. 1621 (a) (7), as added by sec. 
2 (a), Current Tax Payment Act 1943.] 

+ • • » • 

§ 406.224 Remuneration for services 
of nonresident alien individuals, (a) 
Except in the case of certain nonresident 
alien individuals who are residents of 
Canada, Mexico, and Puerto Rico, remu¬ 
neration for services performed by non¬ 
resident alien individuals does not 
constitute wages subject to withholding 
under section 1622. For withholding of 
income tax on wages paid for services 
performed within the United States in 
the case of nonresident alien individuals 
generally, see section 143 and regulations 
thereunder. 

(b) Withholding is required in the 
case of wages paid to nonresident aliens 
who are residents of a contiguous coun- 
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try (Canada or Mexico) and who enter 
and leave the United States at frequent 
intervals, except such aliens who, in the 
performance of their duties in transpor¬ 
tation service between points in the 
United States and points in a contiguous 
country, enter and leave the United 
States at frequent intervals. This ex¬ 
ception applies to personnel engaged in 
railroad, ferry, steamboat, and aircraft 
services and applies alike whether the 
employer is a domestic or foreign entity. 
Thus, the wages of a nonresident alien 
individual who is a resident of Canada 
and an employee of a domestic railroad, 
for services as a member of the crew of 
a train operating between points in Can¬ 
ada and points in the United States, 
shall not be subject to withholding under 
section 1622. The exemption, however, 
has no application to a resident of Can¬ 
ada who, for example, is employed at a 
fixed point in the United States, such as 
a factory, store, or office, and who com¬ 
mutes from his home in Canada in the 
pursuit of his employment within the 
United States; nor does it apply to an 
alien employee of a railroad corpora¬ 
tion who is on duty within the United 
States, even though he enters and leaves 
the United States in reaching his place 
of employment from his home in a con¬ 
tiguous country. 

(c) In order for the exemption to ap¬ 
ply, the nonresident alien employee must 
file with his employer a certificate con¬ 
taining the following: The employee’s 
name and address, and a statement that 
he is not a citizen of the United States, 
and that he is a resident of the named 
contiguous country and the approximate 
period of time during which he has occu¬ 
pied such status. Such certificate shall 
contain, or be verified by, a written 
declaration that it is made under the 
penalties of perjury. Although the form 
is not prescribed, the certificate must 
contain all the information required by 
this section. 

(d) Withholding is not required in the 
case of wages paid to a nonresident alien 
individual for services performed in 
Puerto Rico for an employer (other than 
the United States or any agency there¬ 
of) , even though such alien individual is 
a resident of Puerto Rico at the time 
when such services are performed. 
Wages paid for services performed by a 
nonresident alien individual who is a 
resident of Puerto Rico are subject to 
withholding if such services are per¬ 
formed as an employee of the United 
States or any agency thereof. The place 
of performance of such services is imma¬ 
terial. provided such alien individual is a 
resident of Puerto Rico at the time of 
performance. Wages representing re¬ 
tired pay for service in the Armed Forces 
of the United States are subject to with¬ 
holding under the limitations specified 
in § 406.207 (b) (2), in the case of an 
alien resident of Puerto Rico. 

§ 406.225 Statutory provisions: defi - 
nitioiis; wages ; citizens outside the 
United States . 

Sec. 1621. Definitions. 

As used in this subchapter— 

(a) Wages. The term “wages 0 means all 
remuneration • • • for services per¬ 

formed by an employee for his employer 
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• • •; except that such term shall not 

include remuneration paid— 

(8) (A) For services for an employer (other 
than the United States or any agency 
thereof) (I) performed by a citizen of the 
United States If. at the time of the pay¬ 
ment of such remuneration, it Is reasonable 
to believe that such remuneration will be 
excluded from gross income under section 
116 (a), or (ii) performed in a foreign coun¬ 
try by such a citizen if, at the time of the 
payment of such remuneration, the em¬ 
ployer is required by the law of any foreign 
country to withhold income tax upon such 
remuneration, or 

(B) For services for an employer (other 
than the United States or any agency 
thereof) performed by a citizen of the 
United States within a possession of the 
United States (other than Puerto Rico), if 
it is reasonable to believe that at least 80 
per centum of the remuneration to be paid 
to the employee by such employer during the 
calendar year wUl be for such services, or 

(C) For services for an employer (other 
than the United 8tates or any agency 
thereof) performed by a citizen of the United 
States within Puerto Rico, if it is reasonable 
to believe that during the entire calendar 
year the employee will be a bona fide resi¬ 
dent of Puerto Rico, or 

(Sec. 1621 (a) (8), as added by sec. 2 (a). 
Current Tax Payment Act 1943. and as 
amended by sec. 10, Pub. Law 384 (80th 
Cong.); sec. 221 (f) (2), Revenue Act 1950; 
6ec. 321 (b). Revenue Act 1951; sec. 204 (b). 
Technical Changes Act 1953. J 

****'•' 

Sec. 116. Exclusions from cross income. 

In addition to the items specified In sec¬ 
tion 22 (b), the following items shall not be 
included In gross Income and Bhall be exempt 
from taxation under this chapter (Chap¬ 
ter I]: 

(a) Earned income from sources without 
the United States —(1) Bona fide resident 
of foreign country. In the case of an indi¬ 
vidual citizen of the United States, who 
establishes to the satisfaction of the Secre¬ 
tary that he has been a bona fide resident of 
a foreign country or countries for an un¬ 
interrupted period which Includes an entire 
taxable year, amounts received from sources 
without the United States (except amounts 
paid by the United States or any agency 
thereof) if such amounts constitute earned 
Income (as defined in paragraph (3)) attrib¬ 
utable to such period; but such Individual 
shall not be allowed as a deduction from his 
gross Income any deductions properly alloca¬ 
ble to or chargeable against amounts ex¬ 
cluded from gross Income under this 
paragraph. 

(2) Presence in foreign country for 17 
months. In the case of an individual citi¬ 
zen of the United States, who during any 
period of 18 consecutive months is present 
in a foreign country or countries during at 
least 510 full days In such period, amounts 
received from sources without the United 
States (except amounts paid by the United 
States or any agency thereof) if such 
amounts constitute earned income (as de¬ 
fined in paragraph (3)) attributable to such 
period; but such individual shall not bo 
allowed as a deduction from his gross in¬ 
come any deductions properly allocable to or 
chargeable against amounts excluded from 
gross income under this paragraph. If the 
18-month period Includes the entire taxable 
year, the amount excluded under this para¬ 
graph for such taxable year shall not exceed 
$20,000. If the 18-month period does not in¬ 
clude the entire taxable year, the amount 
excluded under this paragraph for such tax¬ 
able year shall not exceed an amount which 
bears the same ratio to $20,000 as the num¬ 
ber of days in the part of the taxable year 
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within the 18-month period bears to the total 
number of days In such year. 

(Sec. 116 (a) (1), (2). as amended by sec. 
148 (a), Revenue Act 1942; sec. 107, Revenue 
Act 1943; sec. 321 (a). Revenue Act 1951; sec. 
204 (a). Technical Changes Act 1953.( 

• * • * » • 

§ 406.226 Remuneration for services 
of citizens outside the United States —(a) 
Citizens in foreign countries —(1) Elimi - 
nation of double withholding, (i) The 
remuneration paid for services per¬ 
formed in a foreign country for an em¬ 
ployer (other than the United States or 
any agency or instrumentality thereof) 
by a citizen of the United States does not 
constitute wages and hence is not subject 
to withholding, if at the time of the 
payment of such remuneration the em¬ 
ployer is required by the law of any for¬ 
eign country to withhold income tax 
upon such remuneration. 

(ii) The remuneration is not exempt 
from withholding under this subpara¬ 
graph if the employer is not required by 
the law of a foreign country to withhold 
income tax upon such remuneration. 
Mere agreements between the employer 
and the employee whereby the estimated 
income tax of a foreign country is with¬ 
held from the remuneration in anticipa¬ 
tion of actual liability under the law of 
such country will not suffice. 

(iii) The exemption from withholding 
provided by this subparagraph does not 
apply by reason of withholding of income 
tax pursuant to the law of a possession 
or territory of the United States or of 
a political subdivision of a foreign state. 

(2) Resident of a foreign country, (i) 
The remuneration paid for services per¬ 
formed outside the United States for an 
employer (other than the United States 
or any agency or instrumentality there¬ 
of) by a citizen of the United States does 
not constitute wages and hence is not 
subject to withholding, if at the time of 
payment it is reasonable to believe that 
such remuneration will be excluded from 
gross income under the provisions of 
section 116 (a) (1). 

(ii) Section 116 (a) (1) provides that, 
in the case of an individual citizen of the 
United States who establishes to the 
satisfaction of the Commissioner that 
he has been a bona fide resident of a 
foreign country or countries for an un¬ 
interrupted period which includes an 
entire taxable year, all amounts received 
from sources without the United States 
(except amounts paid by the United 
States or any agency or instrumentality 
thereof) shall be excluded from gross 
income if such amounts constitute 
earned income, as defined in section 116 
(a) (3), which is attributable to such 
uninterrupted period. See section 116 
(a) and the regulations thereunder. 

(iii) The employer may, in the ab¬ 
sence of cause for a reasonable belief to 
the contrary, presume that remuneration 
for services performed outside the 
United States during the taxable year, 
or applicable portion thereof, will be ex¬ 
cluded from gross income under the 
provisions of section 116 (a) (1) for each 
taxable year in respect of which the em¬ 
ployee properly executes and files in 
duplicate with the employer a statement 
in the following form: 
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Statement for Claiming Benefit of Section 
116 (a) (1) 

For calendar year ___ 

or fiscal year 

beginning_ # and ending_ 

(A) My name is -__ My 

present address is __ I am 

employed by_ 

(B) My last address in the United States 


was__ The Internal revenue dis¬ 

trict in which I filed my last income tax 

return is__ 

(C) I_file my Income 


(Door do not) 

tax return on the calendar-year basis. 

(D) I file my income tax return on the 

basis of the fiscal year beginning__ 

__ 19__ and ending _ _, 

19. 

(E) I am a citizen of the United States. 

(F) I have been a bona fide resident of 

the following foreign country or countries, 
namely. __ for an uninter¬ 
rupted period which began on__ 

19_ 

(G) I expect to remain a bona fide resident 
of a foreign country or countries from the 
date of this statement until the end of the 
taxable year In respect of which this state¬ 
ment is filed. 

(H) On the basis of the facts in my case I 
have good reason to believe that, with respect 
to the above period of foreign residence fall¬ 
ing within the taxable year, I will satisfy the 
bona fide foreign-residence requirement pre¬ 
scribed by section 116 (a) (1) of the Internal 
Revenue Code. 

(I) I understand that any exemption from 
withholding of tax permitted by reason of 
the filing of this statement is not a determi¬ 
nation by the Commissioner of Internal Rev¬ 
enue that any remuneration paid to me for 
any services performed during the taxable 
year is excludable from gross income under 
the provisions of section 116 (a) (1) of the 
Internal Revenue Code. 

I declare under the penalties of perjury 
that this statement has been examined by 
me and to the best of my knowledge and 
belief is true and correct. 


(Signature of taxpayer) 

Date: ___ 19__ 

(iv) If with respect to any employee 
the employer was entitled to presume 
for the two consecutive taxable years 
immediately preceding the employee’s 
current taxable year that the employee’s 
remuneration for services performed 
outside the United States during such 
preceding taxable years would be ex¬ 
cluded from gross income under the 
provisions of section 116 (a) (1), he may, 
if such employee is residing in a foreign 
country on the first day of such current 
taxable year, presume that, in the ab¬ 
sence of cause for a reasonable belief to 
the contrary, the remuneration for serv¬ 
ices performed outside the United States 
during such current taxable year will be 
excluded from gross income under the 
provisions of section 116 (a) (1). 

(3) Physical presence in a foreign 
country, (i) The remuneration paid 
for services performed outside the United 
States for an employer (other than the 
United States or any agency or in¬ 
strumentality thereof) by a citizen of 
the United States does not constitute 
wages and hence is not subject to with¬ 


holding, if at the time of payment it is 
reasonable to believe that such remun¬ 
eration will be excluded from gross in¬ 
come under the provisions of section 116 
(a) (2). 

(ii) Section 116 (a) (2) provides that, 
in the case of an individual citizen of 
the United States who during any period 
of 18 consecutive months is present in a 
foreign country or countries during at 
least 510 full days in such period, 
amounts received from sources without 
the United States (except amounts paid 
by the United States or any agency or 
instrumentality thereof) shall be ex¬ 
cluded from gross income if such 
amounts constitute earned income, as 
defined in section 116 (a) (3), which is 
attributable to such period. However, 
the total amount so excluded from gross 
income under the provisions of such sec¬ 
tion shall not exceed $20,000 for each 
taxable year if the 18-month period in¬ 
cludes the entire taxable year. If the 
18-month period does not include the 
entire taxable year, the amount ex¬ 
cluded from gross income under such 
section for such taxable year shall not 
exceed an amount which bears the same 
ratio to $20,000 as the number of days 
in the part of the taxable year within 
the 18-month period bears to the total 
number of days in such year. See sec¬ 
tion 116 (a) and the regulations there¬ 
under. 

(iii) The employer may, in the absence 
of cause for a reasonable belief to the 
contrary, presume that remuneration for 
services performed outside the United 
States during the taxable year, or ap¬ 
plicable portion thereof, will be excluded 
from gross income under the provisions 
of section 116 (a) (2) for each taxable 
year in respect of which the employee 
properly executes and files in duplicate 
with the employer a statement in the 
form set forth below. The presumption 
shall not apply after the total payments 
made during the taxable year of the 
employee equal $20,000 or such lesser 
amount as may be allowable under sec¬ 
tion 116 (a) (2) on the basis of the facts 
shown in such statement. 

Statement for Claiming Benefit of Section 
116 (a) (2) 

For calendar year__ 

or fiscal year 

beginning-and ending_ 

(A) My name is-- My present 

address is __ I am employed by 

(B) My last address in the United States 

was- The internal reve¬ 

nue district in which I filed my last income 
tax return is____ 

(C) I-file my Income 

(Do or do not) 

tax return on the calendar-year basis. 

(D) I file my income tax return on the 

basis of the fiscal year beginning__ 

-—, 19-- and ending__ 19__. 

(E) I am a citizen of the United States. 

(F) Except for occasional absences which 
have not disqualified me for the benefit of 
section 116 (a) (2) of the Internal Revenue 
Code, I have been present in the following 

foreign country or countries, namely__ 

during the period of time which began on 
.19- 


(G) I expect to be present in a foreign 

country or countries, except for occasional 
absences not disqualifying me for the benefit 
of section 116 (a) (2), from the date ol this 
statement until the end of the taxablo year 
In respect of which this statement is filed, or. 
if not for such period, from the date of this 
statement until the following date within 
such taxable year, namely, _ 

19. 

(H) On the basis of the facts in my case 
I have good reason to believe that, with re¬ 
spect to the above period of presence in a 
foreign country or countries falling within 
the taxable year, I will satisfy the 510 full- 
day requirement prescribed by section 116 
(a) (2) of the Internal Revenue Code. 

(I) In the event I become disqualified for 
the exclusion provided by section 116 (a) 
(2) in respect of all or part of the above 
period of presence in a foreign country or 
countries falling within the taxable year, I 
will immediately notify my employer, giving 
sufficient facts to indicate the part, if any, 
of such period falling within such year in 
respect of which I am qualified for such 
exclusion. 

(J) I understand that any exemption from 
withholding of tax permitted by reason of 
the filing of this statement is not a de¬ 
termination by the Commissioner of In¬ 
ternal Revenue that any remuneration paid 
to me for any services performed during the 
taxable year is excludable from gross Income 
under the provisions of section 116 (a) (2) 
of the Internal Revenue Code. 

I declare under the penalties of perjury 
that this statement has been examined by 
me and to the best of my knowledge and 
belief is true and correct. 


(Signature of taxpayer) 

Date:__ 19 __ 

(4) General. The original of each 
statement filed with the employer pur¬ 
suant to subparagraphs (2) and (3) of 
this paragraph (a) shall be transmitted 
to the district director with the employ¬ 
er’s return on Form 941 required by 
§ 406.601 for the quarter of the calendar 
year within which such statement is 
filed. The duplicate copy shall be re¬ 
tained by the employer. 

(b) Citizens in possessions of the 
United States other than Puerto Rico . 
(1) Remuneration paid for services 
for an employer (other than the United 
States or any agency thereof) performed 
by a citizen of the United States within 
a possession of the United States, other 
than Puerto Rico, is not subject to with¬ 
holding, if it is reasonable to believe 
that at least 80 percent of the remunera¬ 
tion to be paid to the employee by such 
employer during the calendar year will 
be for such services. 

(2) Withholding is required in the 
case of remuneration paid to a citizen 
of the United States for services per¬ 
formed as an employee of the United 
States or any agency thereof in any 
possession of the United States, including 
Puerto Rico. 

(c) Citizens in Puerto Rico . (1) Re¬ 
muneration paid for services performed 
within Puerto Rico for an employer 
(other than the United States or any 
agency thereof) by a citizen of the 
United States is not subject to with¬ 
holding, if it is reasonable to believe that 
during the entire calendar year the em- 
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ployee will be a bona fide resident of ( 
Puerto Rico. 

(2) In addition, the employer may. hi 
the absence of cause for a reasonable 
belief to the contrary, presume that an 
employee will be a bona fide resident of 
Puerto Rico during the entire calendar 
year— 

(i) In every case except where the 
employee is known by the employer to 
have maintained his abode at a place 
outside Puerto Rico at some time during 
the current or the preceding calendar 
year; or 

(ii) In every case where the employee 
files with the employer a statement (con¬ 
taining a declaration under the penalties 
of perjury that such statement is true to 
the best of the employee’s knowledge 
and belief) that such employee has at 
all times during the current calendar 
year been a bona fide resident of Puerto 
Rico and that he intends to remain a 
bona fide resident of Puerto Rico during 
the entire remaining portion of such cur¬ 
rent calendar year. 

<d) Reasonable belief. The reason¬ 
able belief referred to in subparagraph 
(A). (B). or (C) of section 1621 (a) (8) 
may be based upon any evidence reason¬ 
ably sufficient to induce such belief, even 
though such evidence may be insufficient 
upon closer examination by the Com¬ 
missioner or the courts finally to estab¬ 
lish that the remuneration is excludable 
from gross income under the provisions 
of section 116 (a), section 116 (1), or 
section 251. 

5 406.227 Statutory provisions; defini¬ 
tions; wages; minister of a church . 

Sec. 1621. Definitions. 

As used in this subchapter— 

(a) Wages. The term "wages" means all 
remuneration • • • for services per¬ 

formed by an employee for his em¬ 
ployer • * •; except that such term shall 

not Include remuneration paid— 

• • • • • 

(0) For services performed by a duly or¬ 
dained. commissioned, or licensed minister 
of a church in the exercise of his ministry 
or by a member of a religious order in tho 
exercise of duties required by such order, or 
I Sec. 1621 (a) (9), as added by sec. 2 (a). 
Current Tax Payment Act 1943, and as 
amended by sec. 209 (c), Social Security Act 
Amendments 1950.] 

• • • • • 

§ 406.228 Remuneration for services 
performed by a minister of a church 
or by a member of a religious order . 
Remuneration paid for services per¬ 
formed by a duly ordained, commis¬ 
sioned. or licensed minister of a church 
in the exercise of his ministry, or by a 
member of a religious order in the exer¬ 
cise of duties required by such order, is 
not subject to withholding under section 
1622. The duties of ministers include 
tlie ministration of sacerdotal functions 
and the conduct of religious worship, and 
the control, conduct, and maintenance 
of religious organizations (including the 
religious boards, societies, and other in¬ 
tegral agencies of such organizations) # 
under the authority of a religious body 
constituting a church or church de¬ 
nomination. 


§ 406.229 Statutory provisions; defini¬ 
tions; wages; delivery or distribution of 
newspapers . 

Sec. 1621. Definitions. 

As used in this subchapter— 

(a) Wages. The term "wages" means aU 
remuneration • • • for services per¬ 

formed by an employee for his employer 
• • •; except that such term shall not 

include remuneration paid— 

• * • • • 

(10) (A) For services performed by an 
individual under the age of eighteen in the 
delivery or distribution of newspapers or 
shopping news, not Including delivery or 
distribution to any point for subsequent de¬ 
livery or distribution, or 

(B) For services performed by an indi¬ 
vidual in, and at the time of, the sale of 
newspapers or magazines to ultimate con¬ 
sumers, under an arrangement under which 
the newspapers or magazines are to be sold 
by him at a fixed price, his compensation 
being based on the retention of the excess of 
such price over the amount at which the 
newspapers or magazines are charged to him, 
whether or not he is guaranteed a minimum 
amount of compensation for such service, 
or Is entitled to be credited with the unsold 
newspapers or magazines turned back, or 
(Sec. 1621 (a) (10), as added by sec. 209 
(c), Social Security Act Amendments 1950.] 

♦ • • • 

§ 406.230 Remuneration for delivery 
and distribution of newspapers, shopping 
news, and magazines —(a) In general. 
Subparagraph (A) of section 1621 (a) 
(10) excepts from wages the remunera¬ 
tion for certain services performed by an 
employee under the age of 18 in the de¬ 
livery or distribution of newspapers or 
shopping news. This exception is dealt 
with in paragraph (b) of this section. 
Subparagraph (B) of section 1621 (a) 
(10) excepts from wages the remunera¬ 
tion for certain services in the sale of 
newspapers or magazines without regard 
to the age of the individual performing 
the services. Such exception is dealt 
with in paragraph (c) of this section. 

(b) Services of individuals under age 
18. Remuneration for services per¬ 
formed by an employee under the age 
of 18 in the delivery or distribution of 
newspapers, or shopping news, not in¬ 
cluding delivery or distribution (as, for 
example, by a regional distributor) to 
any point for subsequent delivery or dis¬ 
tribution. is excepted from wages. Thus, 
remuneration for services performed by 
an employee under the age of 18 in 
making house-to-house delivery or sale 
of newspapers or shopping news, includ¬ 
ing handbills and other similar types of 
advertising material, is excepted from 
wages. The remuneration is excepted 
irrespective of the form or method 
thereof. The remuneration for inci¬ 
dental services by the employee who 
makes the house-to-house delivery, such 
as services in assembling newspapers, are 
considered to be within the exception. 
The exception continues only during the 
time that the employee is under the age 
of 18. 

(c) Services of individuals of any age . 
Remuneration for services performed by 
an employee in, and at the time of, the 
sale of newspapers or magazines to ulti¬ 
mate consumers under an arrangement 


under which the newspapers or maga¬ 
zines are to be sold by him at a fixed 
price, his remuneration being based on 
the retention of the excess of such price 
over the amount at which the news¬ 
papers or magazines are charged to him, 
is excepted from wages. The remunera¬ 
tion is excepted whether or not the em¬ 
ployee is guaranteed a minimum amount 
of remuneration, or is entitled to be cred¬ 
ited with the unsold newspapers or 
magazines turned back. Moreover, the 
remuneration is excepted without regard 
to the age of the employee. Remunera¬ 
tion for services performed other than at 
the time of sale to the ultimate consumer 
is not within the exception. Thus, re¬ 
muneration for services of a regional dis¬ 
tributor which are antecedent to but 
not immediately part of the sale to the 
ultimate consumer are not within the 
exception. However, remuneration for 
incidental services by the employee who 
makes the sale to the ultimate consumer, 
such as services in assembling news¬ 
papers or in taking newspapers or maga¬ 
zines to the place of sale, is considered 
to be within the exception. 

§ 406.231 Statutory provisions; defi¬ 
nitions; wages; certain tax-exempt 
trusts and annuity plans. 

Sec. 1621. Definitions. 

As used in this suhehapter— 

(a) Wages. The term "wages" means all 
remuneration • • • for services per¬ 

formed by an employee for his employer 
• • •; except that such term shall not 

include remuneration paid— 

• • • • • 

(12) To, or on behalf of, an employee or 
his beneficiary (A) from or to a trust ex¬ 
empt from tax under section 165 (a) at the 
time of such payment unless such payment 
is made to an employee of the trust as re¬ 
muneration for services rendered as such 
employee and not as a beneficiary of the 
trust, or (B) under or to an annutty plan 
which, at the time of such payment, meets 
the requirements of section 185 (a) (3), 
(4). (5). and (6). 

(Sec. 1621 (a) (12), as added by sec. 209 
(c), Social Security Act Amendments 1950.] 

• • • • • 

§ 406.232 Payments from or to cer¬ 
tain tax-exempt trusts or under or to cer¬ 
tain annuity plans. Any payment from 
or to a trust or annuity plan is excepted 
from wages if: 

(a) The payment is made by an em¬ 
ployer, on behalf of an employee or his 
beneficiary, into a trust or annuity plan, 
if at the time of such payment the trust 
is exempt from tax under section 165 (a) 
or the annuity plan meets the require¬ 
ments of section 165 (a) (3), (4), (5), 
and (6); or 

(b) The payment is made to, or on 
behalf of, an employee or his beneficiary 
from a trust or under an annuity plan, if 
at the time of such payment the trust 
is exempt from tax under section 165 (a) 
or the annuity plan meets the require¬ 
ments of section 165 (a) (3), (4), (5), 
and (6). 

A payment made to an employee of a 
trust exempt from tax under section 165 
(a) for services rendered as an employe© 
of such trust and not as a beneficiary of 
the trust is not within this exception. 
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SUBPART C—DETERMINATION OF TAX 

§ 406.300 Statutory provisions; deter - 
ruination of tax. 

Sec. 1622. Income tax collected at 
source. 

(a) Requirement of withholding. Every 
employer making payment of wages shall de¬ 
duct and withhold upon such wages a tax 
equal to 18 per centum of the amount by 
which the wages exceed the number of with¬ 
holding exemptions claimed multiplied by 
the amount of one such exemption as shown 
in subsection (b) (1) • • •. 

[Sec. 1622 (a), as added by sec. 2 (a). Cur¬ 
rent Tax Payment Act 1943. and as amended 
by sec. 22 (b). Individual Income Tax Act 
1944; sec. 104 (a). Revenue Act 1945; sec. 501, 
Revenue Act 1948; sec. 141, Revenue Act 1950; 
sec. 201. Revenue Act 1951.] 

(b) (1) The table referred to in subsec¬ 
tion (a) is as follows: 

Percentage Method Withholding Table 


Payroll period 

Weekly 

Biweekly_ 

Amount of 
one with¬ 
holding 
exemption 

§emimonthly_ 


Monthly - 

Quarterly _ _ 

Semiannual. 

Annual__ 


Daily or miscellaneous (per day of 


such period)_ 1.80 


(2) If wages are paid with respect to a 
period which is not a payroll period, the 
withholding exemption allowable with re¬ 
spect to each payment of such 'wages shall 
be the exemption allowed for a miscellaneous 
payroll period containing a number of days 
(including Sundays and holidays) equal to 
the number of days in the period with re¬ 
spect to which such wages are paid. 

(3) In any case in which wages are paid by 
an employer without regard to any payroll 
period or other period, the withholding ex¬ 
emption allowable with respect to each 
payment of such wages shall be the exemp¬ 
tion allowed for a miscellaneous payroll pe¬ 
riod containing a number of days equal to the 
number of days (Including Sundays and 
holidays) which have elapsed since the date 
of the last payment of such wages by such 
employer during the calendar year, or the 
date of commencement of employment with 
such employer during such year, or January 
1 of such year, whichever is the later. 

(4) In any case in which the period, or 
the time described in paragraph (3), in re¬ 
spect of any wages is less than one week, the 
Commissioner, under regulations prescribed 
by him with the approval of the Secretary, 
may authorize an employer, in computing 
the tax required to be deducted and with¬ 
held, to use the excess of the aggregate of 
the wages paid to the employee during the 
calendar week over the withholding exemp¬ 
tion allowed by this subsection for a weekly 
payroll period. 

(5) In determining the amount to be de¬ 
ducted and withheld under this subsection, 
the wages may. at the election of the em¬ 
ployer, be computed to the nearest dollar. 

[Sec. 1622 (b), as added by sec. 2 (a), Cur¬ 
rent Tax Payment Act 1943, and as amended 
by sec. 22 (b). Individual Income Tax Act 
1944; sec. 104 (a), Revenue Act 1945; sec. 
601. Revenue Act 1948.] 


(c) Wage bracket withholding—i\) 

(A) • • • 


(B) Wages paid after December 31, 1953. At the election of the employer with resect 
to any employee, the employer shall deduct and withhold upon the wages paid to such 
employee after December 31, 1953, a tax determined in accordance with the following tables 
which shall be in lieu of the tax required to be deducted and withheld under subsection (a)! 


Ip tub Payroll Period With Respect to an Employee Is Weekly 
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RULES AND REGULATIONS 


Ir tiiic Payroll Period With Respect to an Employee Is Semimonthly 
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It tub Payroll Period With Respect to an Employee Is Monthly 
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And the wages 


At least 


SO_ 

$56— 
$60—. 
$64— 
$68—, 

$72- 

$76— 
$80— 
$84— 
$ 88 — 
$02 _ 


$ 100 — 

$104— 

$108— 

$ 112 — 

SllO- 

Sm... 

$124... 

$128— 

$132... 

$136... 

$140... 

$144... 

$148... 

$152... 

$166... 

$100... 

$164... 

$108... 

$172... 

$176... 

$180.. 

$184- 

$188- 

$192- 

$196.. 

$ 200 .. 

$204.. 

$208- 

$216- 

$ 220 - 

$224- 


But less 
than 


$232— 

$230— 

$240— 

$248.— 

$256.... 

$264.... 

$272.... 

$280.... 

$288.— 

$296-.. 

$304.- 

$312... 

$320.- 

$328— 

$338.- 

$344... 

$352... 

$360— 

$368... 

$370_ 

$384— 
$392... 
$400... 
$420... 
$440... 
$400... 
$480... 
$500 .. 
$520— 
$540— 
$560— 
$580... 
$ 000 - 
$640... 
$680... 
$720- 
$700- 


$920.. 

$960.. 


$56.. 

$60.. 

$64— 

$ 68 - 

$72- 

$76- 

$80.. 

$84- 

$ 88 .. 

$92- 

$96- 

$100. 

$104. 

$108. 

$ 112 . 

$ 110 . 

$120. 

$124. 

$128. 

$132. 

$136. 

$140. 

$144. 

$148. 

$152. 

$156. 

$ 100 . 

$104. 

$108. 

$172. 

$170. 

$180. 

$181. 

$188. 

$192. 

$196. 

$ 200 . 

$ 20 - 1 . 


$ 212 . 

$210. 

$ 220 . 

$224. 

$228. 

$232. 

$236. 

$240. 

$248 

$900 

$ 1 * 000 , 


$1,000 and over. 


And the number of withholding exemptions claimed is— 



0 

1 

2 

3 

4 

5 

6 

7 

8 

9 1 

* i 


The amount of tax to be withheld shall be— 


18 % of 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

$0 


$10. 40 

.40 

0 

0 

0 

0 

0 

0 

0 

0 


11.20 

1.20 

0 

0 

0 

0 

0 

0 

0 

0 


11.90 

1.90 

0 

0 

0 

0 

0 

0 

0 

0 


12.60 

2.60 

0 

0 

0 

0 

0 

0 

0 

0 


13. 30 

3.30 

0 

0 

0 

0 

0 

* 0 

0 

0 


14.00 

4.00 

0 

0 

0 

0 

0 

0 

0 

0 


14.80 

4.80 

0 

0 

0 

0 

0 

0 

0 

0 


15. 50 

5.60 

0 

0 

0 

0 

0 

0 

0 

0 


16.20 

6.20 

0 

0 

0 

0 

0 

0 

0 

0 


16.00 

6.90 

0 

0 

0 

0 

0 

0 

0 

0 


17.00 

7.60 

0 

0 

0 

0 

0 

0 

0 

0 


18. 40 

8. 40 

0 

0 

0 

0 

0 

0 

0 

0 


19. 10 

9. 10 

0 

0 

0 

0 

0 

0 

0 

0 


19.80 

9.80 

0 

0 

0 

0 

0 

0 

0 

0 


20.50 

10. 60 

.50 

0 

0 

0 

0 

0 

0 

0 


21.20 

11.20 

1.20 

0 

0 

0 

0 

0 

0 

0 


22.00 

12.00 

2.00 

0 

0 

0 

0 

0 

0 

0 


22. 70 

12.70 

2.70 

0 

0 

0 

0 

0 

0 

0 


23. 40 

13. 40 

3.40 

0 

0 

0 

0 

0 

0 

0 


24.10 

14.10 

4.10 

0 

0 

0 

0 

0 

0 

0 


24.80 

14. 80 

4.80 

0 

0 . 

0 

0 

0 

0 

0 


25.60 

15.60 

5.60 

0 

0 

0 

0 

0 

0 

0 


26.30 

16.30 

6.30 

0 

0 

0 

0 

0 

0 

0 


27.00 

17.00 

7.00 

0 

0 

0 

0 

0 

0 

0 


27.70 

17.70 

7.70 

0 

0 

0 

0 

0 

0 

0 


28.40 

IS. 40 

8.40 

0 

0 

0 

0 

0 

0 

0 


29.20 

19.20 

0.20 

0 

0 

0 

0 

0 

0 

0 


29.90 

19.90 

9.90 

0 

0 

0 

0 

0 

0 

0 


30.60 

20.60 

10.60 

.60 

0 

0 

0 

0 

0 

0 


31.30 

21.30 

11.30 

1.30 

0 

0 

0 

0 

0 

0 


32.00 

22.00 

12. no 

2.00 

0 

0 

0 

0 

0 

0 


32.80 

22.80 

12.80 

2.80 

0 

0 

0 

0 

0 

0 


33.50 

23.50 

13.50 

3.50 

0 

0 

0 

0 

0 

0 


34.20 

24.20 

14.20 

4.20 

0 

0 

0 

0 

0 

0 


34.90 

24.90 

14.90 

4.90 

0 

0 

0 

0 

0 

0 


35.60 

25.60 

15.60 

6.60 

0 

0 

0 

0 

0 

0 


36.40 

26.40 

16. 40 

6. 40 

0 

0 

0 

0 

0 

0 


37.10 

27.10 

17.10 

7.10 

0 

0 

0 

0 

0 

0 


37.80 

27.80 

17.80 

7. 80 

0 

0 

0 

0 

0 

0 


38.50 

28.50 

18.60 

8.50 

0 

0 

0 

0 

0 

0 


39.20 

29.20 

19. 20 

9.20 

0 

0 

0 

0 

0 

0 


40. (X) 

30.00 

20.00 

10. (X) 

0 

0 

0 

0 

0 

0 


40. 70 

30.70 

20.70 

10. 70 

.70 

0 

0 

0 

0 

0 


41.40 

31.40 

21.40 

11.40 

1.40 

0 

0 

0 

0 

0 


42.10 

32.10 

22.10 

12.10 

2.10 

0 

0 

0 

0 

0 


42.80 

32.80 

22.80 

12. SO 

2.80 

0 

0 

0 

0 

0 


43.90 

33.90 

23.90 

13.90 

3.90 

0 

0 

0 

0 

0 


45. 40 

35. 40 

25.40 

15.40 

5.40 

0 

0 

0 

0 

0 


46.80 

36. 80 

26.80 

16.80 

6.80 

0 

0 

0 

0 

0 


48.20 

38.20 

28.20 

18.20 

8.20 

0 

0 

0 

0 

0 


49. 70 

39.70 

29. 70 

19.70 

9.70 

0 

0 

0 

0 

0 


61.10 

41.10 

31.10 

21.10 

11.10 

1.10 

0 

0 

0 

0 


62.60 

42.60 

32.60 

22.60 

12.60 

2.60 

0 

0 

0 

0 


' 51.00 

44.00 

3t. 00 

24.00 

14. (X) 

4.00 

0 

0 

0 

0 


55.40 

45. 40 

35. 40 

25.40 

15.40 

5. 40 

0 

0 

0 

0 


66,90 

46.00 

36.90 

26.90 

16.90 

6.90 

0 

0 

0 

0 


68.30 

48.30 

38.30 

28.30 

18.30 

8.30 

0 

0 

0 

0 


69.80 

49.80 

39.80 

29.80 

19.80 

9.80 

0 

0 

0 

0 


61.20 

61.20 

41.20 

31.20 

21.20 

11.20 

1.20 

0 

0 

0 


62.60 

62.60 

42.60 

32.60 

22.60 

12.60 

2. GO 

0 

0 

0 


64.10 

54.10 

44.10 

34.10 

24.10 

14.10 

4.10 

0 

0 

0 


66.50 

65.60 

45.60 

35. 50 

25. 50 

15.50 

5.50 

0 

0 

0 


67.00 

57.00 

47.00 

37. (X) 

27.00 

17.00 

7.00 

0 

0 

0 


68. 40 

58.40 

48. 40 

38. 40 

28. 40 

18. 40 

8.40 

0 

0 

0 


69.80 

69.90 

49.80 

39.80 

29.80 

19.80 

9.80 

0 

0 

0 


71.30 

61.30 

51.30 

41.30 

31.30 

21.30 

11.30 

1.30 

0 

0 


73.80 

63.80 

53.80 

43.80 

33.80 

23.80 

13.80 

3.8(1 

0 

0 


77. 40 

67.40 

57. 40 

47.40 

37.40 

27. 40 

17.40 

7.40 

0 

0 


81.00 

71.00 

61. (X) 

51.00 

41.00 

31.00 

21.00 

11.00 

1.00 

0 


84.00 

74.60 

64.60 

54.60 

44.60 

34,60 

24. GO 

14.00 

4.60 

0 


88.20 

78.20 

68.20 

58.20 

48.20 

38.20 

28.20 

18.20 

8.20 

0 


91.80 

81.80 

71.80 

61.80 

51.80 

41.80 

31.80 

21.80 

11.80 

1.80 


95. 40 

85.40 

75. 40 

65.40 

55.40 

45.40 

35. 40 

25.40 

15.40 

5. 40 


99.00 

89.00 

79.00 

69.00 

69.00 

49.00 

39.00 

29.00 

19.00 

9.00 


102. 60 

92.00 

82.60 

72.60 

62. 60 

52.60 

42.60 

32. GO 

22.60 

12.60 


106.20 

96.20 

66.20 

76.20 

66.20 

56.20 

46.20 

36. 20 

20.20 

16.20 


111.60 

101.00 

91.60 

81.60 

71.60 

61.60 

51.60 

41.60 

31.60 

21.60 


118.80 

108. 80 

98.80 

88.80 

78.80 

68.80 

58.80 

48.80 

38.80 

28.80 


126.00 

116,00 

106.00 

96.00 

86.00 

76.00 

66.00 

56.00 

46.00 

36.00 


133.20 

123. 20 

113.20 

103.20 

03.20 

83.20 

73.20 

63. 20 

53.20 

43.20 


140.40 

130. 40 

120.40 

110. 40 

100.40 

90.40 

80. 40 

70.40 

60.40 

50.40 


147.60 

137.60 

127.60 

117.60 

107. tX) 

97.30 

87.60 

77.60 

67.60 

57. *30 


154.80 

144.80 

134.80 

124.80 

114.80 

104.80 

94.80 

84.80 

74.80 

64.80 


162.00 

152.00 

142.00 

132.00 

122.00 

112.00 

102.00 

92.00 

82.00 

72.00 


109.20 

159.20 

149.20 

139.20 

129.20 

119.20 

109. 20 

99.20 

89.20 

79.20 

>- 

! 176.40 

166.40 

156.40 

146.40 

136.40 

126.40 

116.40 

100.40 

96.40 

86.40 


18 percent of the excess over $1,000 plus— 


. 180.00 

170.00 

160.00 

150.00 

140.00 

130.00 

120.00 

110.00 

100.00 

90.00 


10 or 
more 


$0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

2.00 
6.20 
11.60 
18.80 
26, 

33. 

40. 

47. 

54. 
62. 
69. 
7& 


80.00 


No. 252-6 
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RULES AND REGULATIONS 


If Tire Payroll Period With Respect to an Employee Is a Daily Payroll Period or a Miscellaneous 

Payroll Period 


And Mio wage* di- 


And the number of withholding exemptions claimed Is— 


ner of 
such pc 

days in 
xiotf are— 

0 

1 

2 

At least 

But less 
than 

The amount of tax to 

$0_ 

$2.00.... 

ift% or 

«r*CM 

$0 

$0 

$2.00. 

$2. 25.... 

$0.40 

.05 

0 

$2.25. 

$2.50.... 

.45 

.10 

0 

$2. 50. 

$2. 75.... 

.45 

.15 

0 

$2. 75. 

$3. 00.... 

.60 

.20 

0 

$3. 00. 

$3.25... 

.65 

.25 

0 

$3. 25. 

$3. .50.... 

.60 

.30 

0 

$3. 50. 

$3. 75.... 

.65 

.30 

0 

$3. 75. 

$4.00.... 

.70 

.35 

.05 

$4.00_ 

$4.25.... 

.75 

.40 

.10 

$4.25. 

$4. 50.... 

.80 

.45 

.15 

$4- 50. 

$4. 75.... 

.85 

.50 

. 15 

$4. 75. 

$5. 00._ 

.90 

.55 

.20 

$5.00. 

$5. 25.... 

.90 

.60 

.25 

$5. 25. 

$5. 50.... 

.95 

.65 

.30 

$5. 50. 

$5.75.... 

1.00 

.70 

.35 

$5. 75. 

$6. 00.... 

1.05 

.75 

.40 

$ 6 . no .... 

$6.25.... 

1.10 

.75 

.45 

$6. 25_ 

$6.50.... 

1.15 

.80 

.50 

$0.50. 

$6. 75.... 

1.20 

.85 

.65 

$0. 75. 

$7. 00.... 

125 

.90 

.60 

$7. 00_ 

$7.25.... 

1.30 

.95 

.60 

$7.25. 

$7. 50.... 

1.35 

1.00 

.65 

$7. SO. 

$7. 75.... 

1.35 

1.05 

.70 

$7. 75_ 

$8. 00.... 

1.40 

1.10 

.75 

$8.00. 

$8.25.... 

1. 45 

1.15 

.80 

$8. 25_ 

$8.50.... 

1.50 

1.20 

.85 

$8- 50. 

$8.75.... 

1.55 

1.20 

.90 

$8. 75. 

$9.00.... 

L 60 

L25 

.95 

$9. 00. 

$9.25_ 

1.65 

1.30 

1.00 

$9.25. 

$9.50.... 

1.70 

1.35 

1.05 

$9.50. 

$9.75.... 

1.75 

1.40 

1.05 

$9.75_ 

$10.00... 

1.80 

1.45 

1.10 

$10.00.... 

$10.50... 

1.85 

1.50 

1.20 

$10.50.... 

$11.00... 

1.95 

LOO 

1.30 

$11.00.... 

$11.50... 

2.05 

1.70 

1.35 

$11.60.... 

$12.00... 

2.10 

1.80 

1.45 

$12.00_ 

$12.50... 

2.20 

1.90 

1.55 

$12.50.... 

$13.00... 

2.30 

1.95 

1.65 

$13.00.... 

$13.60... 

2.40 

2.05 

1.75 

$13.50.... 

$14.00... 

2.50 

2.15 

1.80 

$14.00.... 

$14.50... 

2.55 

2.25 

1.90 

$14.50.... 

$15.00... 

2.65 

2.35 

2.00 

$15.00.... 

$15.50... 

2.75 

2.40 

2.10 

$15.50.... 

$16.00... 

2.85 

2.50 

2.20 

$10.00.... 

$16.50... 

2.95 

2.60 

2.25 

$16.50.... 

$17.00... 

3.00 

2.70 

2.35 

$17.00.... 

$17.50... 

3.10 

2.80 

2.45 

$17.50.... 

$18.00... 

3.20 

2.85 

2. 55 

$18.00._ 

$18.50... 

3.30 

2.95 

2.65 

$18.50.... 

$19.00... 

3.40 

3.05 

2.70 

$19.00.... 

$19.50... 

3.45 

3.15 

2.80 

$10.50.... 

$20.00... 

3.55 

3.25 

2.90 

$20.00.... 

$21.00... 

3.70 

3.35 

3.05 

$21.00.... 

$22.00... 

3.85 

3.55 

3.20 

$22.00.... 

$23.00... 

4.05 

3.70 

3.40 

$23.00.... 

$24.00... 

4.25 

3.90 

3.55 

$24.00.... 

$25.00... 

4.40 

4.10 

8.76 

$25.00.... 

$26.00... 

4.60 

4.25 

3.95 

$26.00_ 

$27.00... 

4.75 

4.45 

4.10 

$27.00- 

$28.00. 

4.95 

4.60 

4.30 

$28.00_ 

$29.00... 

5.15 

4.80 

4.45 

$29.00.... 

$30.00... 

5.30 

5.00 

4.65 





$30.00 and over. 

6.40 

5.05 

4.75 


10 or 
more 


of days in such period- 


SO 

$0 

$0 

$0 

$0 

$0 ' 

$0 

$0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 . 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

o 

.05 

0 

0 

0 

0 

0 

0 

0 

.05 

0 

0 

0 

0 

0 

0 

0 

.10 

0 

0 

0 

0 

0 

0 

0 

.15 

0 

0 

0 

0 

0 

0 

0 

.20 

0 

0 

0 

0 

0 

0 

0 

.25 

0 

0 

0 

0 

0 

0 

0 

.30 

0 

0 

0 

0 

0 

0 

0 

• 35 

0 

0 

0 

0 

0 

0 

0 

.40 

.05 

0 

0 

0 

0 

0 

0 

.45 

.10 

0 

0 

0 

0 

0 

o 

.50 

.15 

0 

0 

0 

0 

0 

o 

.50 

.20 

0 

0 

0 

0 

0 

0 

. 55 

.25 

0 

0 

0 

0 

0 

o 

.60 

.30 

0 

0 

0 

0 

0 

o 

.65 

.35 

0 

0 

0 

0 

0 

o 

.70 

.35 

.05 

0 

0 

0 

0 

o 

.75 

.40 

.10 

0 

0 

0 

0 

o 

.80 

.45 

.15 

0 

0 

0 

0 

0 

.85 

.55 

.20 

0 

0 

0 

0 

o 

.95 

.60 

.30 

0 

0 

0 

0 

o 

1.05 

.70 

.40 

.05 

0 

0 

0 

o 

1.15 

.80 

.45 

.15 

0 

0 

0 

o 

1.20 

.90 

.65 

.25 

0 

0 

0 

o 

1.30 

1.00 

.65 

.30 

0 

0 

0 

0 

1.40 

1.05 

.75 

.40 

.10 

0 

0 

0 

1.50 

1.15 

.85 

.50 

.15 

0 

0 

o 

1.60 

1.25 

.90 

.60 

.25 

0 

0 

o 

1.65 

1.35 

1.00 

.70 

.35 

0 

0 

o 

1.75 

1.45 

L10 

.75 

.45 

.10 

0 

o 

1.85 

1.50 

1.20 

.85 

.55 

.20 

0 

o 

1.05 

1.60 

1.30 

.05 

.60 

.30 

0 

o 

2.05 

1.70 

1.35 

L05 

.70 

.40 

.05 

0 

2.10 

1.80 

1.45 

1.15 

.80 

.45 

.15 

o 

2.20 

1.90 

1.55 

1.20 

.90 

.55 

.25 

o 

2.30 

1.95 

1.65 

1.30 

1.00 

.65 

.35 

o 

2.40 

2.05 

1.75 

1.40 

1.05 

.75 

.40 

.10 

2.50 

2.15 

1.80 

1.50 

1.15 

.85 

.60 

.20 

2.55 

2.25 

1.90 

1.60 

1.25 

.90 

.60 

.25 

2.70 

2.35 

2.05 

1.70 

1.40 

1.05 

.75 

.40 

2.90 

2.55 

2.25 

1.90 

1.55 

1.25 

.90 

.60 

3.05 

2.75 

2,40 

2.10 

1.75 

1.40 

1.10 

.75 

3.25 

2.90 

2.00 

2.25 

1.05 

1.60 

1.25 

.95 

3.40 

8.10 

2. 75 

2.45 

2.10 

1.80 

1.45 

1.10 

3.60 

3.25 

2.95 

2.60 

2.30 

1.95 

1.65 

1.30 

3.80 

3.45 

3.15 

2.80 

2. 45 

2.15 

1.80 

1,50 

3.95 

3.65 

3.30 

3.00 

2.65 

2.30 

2.00 

1.65 

4.15 

3.80 

3.50 

3.15 

2. 85 

2.50 

2.15 

1.85 

4.30 

4.00 

3.65 

3.35 

3.00 

2.70 

2.35 

2.00 


18 percent of the excess over $30 plus— 


4.40 4. 10 


3.75 


3.45 


3.10 


(2) If wages are paid with respect to a 
period which is not a payroll period, the 
amount to be deducted and withheld shall 
be that applicable in the case of a miscellane¬ 
ous payroll period containing a number of 
days (including Sundays and holidays) equal 
to the number of days In the period with re¬ 
spect to which such wages are paid. 

(3) In any case in which wages are paid 
by an employer without regard to any pay¬ 
roll period or other period, the amount to 
be deducted and withheld shall be that ap¬ 
plicable in the case of a miscellaneous payroll 
period containing a number of days equal to 
the number of days (including Sundays and 
holidays) which have elapsed since the date 
of the last payment of such wages by such 
employer during the calendar year, or the 
date of commencement of employment with 
such employer during such year, or January 
1 of such year, whichever is the later. 

(4) In any case in which the period, or the 
time described in paragraph (3). in respect 
of any wages Is less than one week, the Com- 


2.75 


2.10 


missloner, under regulations prescribed by 
him with the approval of the Secretary, may 
authorize an employer to determine the 
amount to be deducted and withheld under 
the tables applicable in the case of a weekly 
payroll period, In which case the aggregate 
of the wages paid to the employee during 
the calendar week shall be considered the 
weekly wages. 

(5) If the wages exceed the highest wage 
bracket, In determining the amount to be 
deducted and withheld under this subsection, 
the wages may. at the election of the em¬ 
ployer. be computed to the nearest dollar. 

|Sec. 1622 (c), as added by sec. 2 (a). 
Current Tax Payment Act 1943, and as 
amended by sec. 22 (c). Individual Income 
Tax Act 1944; sec. 104 (b). Revenue Act 1945; 
sec. 502, Revenue Act 1948; sec. 142, Revenue 
Act 1950; sec. 202, Revenue Act 1951. J 
• • • • • 

Sec. 1621. Definitions. 

As used in this subchapter— 


(b) Payroll period. The term "payroll n e . 
rlod" means a period for which a payment 
of wages is ordinarily made to the employee 
by his employer, and the term "miscellane¬ 
ous payroll period" means a payroll period 
other than a daily, weekly, biweekly, semi¬ 
monthly, monthly, quarterly, semiannual, or 
annual payroll period. 

(Sec. 1621 (b), as added by sec. 2 (a) 
Current Tax Payment Act 1943.( 

• • • * * 

§ 406.301 Payroll period, (a) The 
term "payroll period" means the period 
of service for which a payment of wages 
is ordinarily made to an employee by 
his employer. It is immaterial that the 
wages are not always paid at regular 
intervals. For example, if an emplover 
ordinarily pays a particular employee 
for each calendar week at the end of the 
week, but if for some reason the em¬ 
ployee in a given week receives a pay¬ 
ment in the middle of the week for the 
portion of the week already elapsed and 
receives the remainder at the end of the 
week, the payroll period is still the cal¬ 
endar week; or if, instead, that employee 
is sent on a 3-week trip by his employer 
and receives at the end of the trip a 
single wage payment for three weeks’ 
services, the payroll period is still the 
calendar week, and the wage payment 
shall be treated as though it were three 
separate weekly wage payments. 

(b) For the purpose of section 1622, 
an employee can have but one payroll 
period with respect to wages paid by any 
one employer. Thus, if an employee is 
paid a regular wage for a weekly payroll 
period and in addition thereto is paid 
supplemental wages (for example, bo¬ 
nuses) determined with respect to a dif¬ 
ferent period, the payroll period is the 
weekly payroll period. For computation 
of tax on supplemental wage payments 
see § 406.306. 

(c) The term “miscellaneous payroll 
period” means a payroll period other 
than a daily, weekly, biweekly, semi¬ 
monthly, monthly, quarterly, semi¬ 
annual, or annual payroll period. 

§ 406.302 Requirement of withhold¬ 
ing. Section 1622 provides, at the elec¬ 
tion of the employer, alternative 
methods for computing the income tax 
collected at source on wages. Under 
the percentage method of withholding, 
the employer is required to deduct and 
withhold a tax computed in accordance 
with the provisions of section 1622 (a). 
Under the wage bracket method of with¬ 
holding, the employer is required to de¬ 
duct and withhold a tax determined in 
accordance with the tables provided in 
subsection (c) of section 1622. The em¬ 
ployer may elect to use the percentage 
method in the case of one group of em¬ 
ployees and the wage bracket method in 
the case of another group of employees. 

§ 406.303 Percentage method with- 
holding —(a) In general . (1) The per¬ 

centage method of computing the 
amount of tax to be withheld makes use 
of the percentage method withholding 
table contained in section 1622 (b) 

This table shows with respect to each of 
the designated payroll periods the 
amount allowable for one withholding 
exemption. The amount of the with¬ 
holding exemption allowable with respect 
to a particular payroll period depends 



























































FEDERAL REGISTER 


8783 


Tuesday, December 29, 1953 

upon the number of withholding exemp¬ 
tions claimed. 

(2) The steps in computing the tax 
under such method are summarized as 

follows: 

Step f. Determine the amount of one 
withholding exemption for the particular 
payroll period from the percentage method 

withholding table. 

Step 2. Multiply the amount of one with¬ 
holding exemption by the number of ex¬ 
emptions claimed by the employee. 

Step 3. Subtract the amount determined 
in step 2 from the employee's wages. 

Step 4. Multiply the difference by the 
applicable percentage figure under section 
1C22 (a). 

The result is the amount of tax to be 

withheld. 

Example. During a year in which the ef¬ 
fective rate under the percentage method of 
withholding is 0.18, an employee has a 
weekly payroll period, for which he is paid 
$75, and has in effect a withholding certifi¬ 
cate claiming three exemptions. His em¬ 
ployer, using the percentage method, com¬ 
putes the tax to be withheld as foUows: 


Step 1: 

Amount of one withholding exemp¬ 
tion....................... _$13. 00 

Step 2: 

Multiplied by number of exemp¬ 
tions claimed on Form W-4-- X3 


Total withholding exemption— 39.00 

Step 3: 

Total wage payment_ 75. 00 

Less amount determined in step 2. 39. 00 


Balance subject to tax- 36. 00 

Step 4: 

Tax to be withheld (balance multi¬ 
plied by 0.18)... 6.48 


(b) Established payroll periods, other 
than daily or miscellaneous, as shown in 
percentage method loithholding table. 
The amount of one withholding exemp¬ 
tion, allowable with respect to each of 
the established payroll periods contained 
in the percentage method withholding 
table, is determined by reference to the 
line applicable to such payroll period and 
without reference to the time the em¬ 
ployee is actually engaged in the per¬ 
formance of services during such payroll 
period. 

Example ( 1). During 1954 employee C has 
a semimonthly payroll period. The num¬ 
ber of withholding exemptions claimed by G 
is two. c*s wages are determined at the rate 
of $1.20 per hour. During a certain payroll 
period he works only 40 hours and earns $48. 
Although C worked only 40 hours during the 
semimonthly payroll period, the applicable 
withholding exemption is $28, and the 
amount of two withholding exemptions, or 
156, is allowable. Since the amount of the 
wages paid for the semimonthly payroU pe¬ 
riod is less than the amount allowed for two 
withholding exemptions for such period, the 
employer is not required to withhold any 
tax. 

Example (2). During 1954 employee D has 
a weekly payroll period. The number of 
withholding exemptions claimed by D is two. 
D*s wages are determined at the rate of $1.20 
per hour. During a certain payroll period 
D works 30 hours and earns $36. Although 
D worked only 30 hours during the weekly 
payroll period, the applicable withholding 
exemption is $13. and the amount of two 
withholding exemptions, or $26, is allowable. 
The balance of $10 is subject to withholding. 

(c) Periods to which the daily or mis¬ 
cellaneous withholding exemption is ap¬ 


plicable —(1) In general . The percent¬ 
age method withholding table shows for 
a daily or miscellaneous payroll period 
the withholding exemption allowable 
with respect to one day. Thus, in com¬ 
puting the withholding exemption allow¬ 
able with respect to a particular miscel¬ 
laneous payroll period, the withholding 
exemption shown in the table for one 
day of such period and the wages paid 
for the period must be placed on a com¬ 
parable basis. This may be accom¬ 
plished by either of the following 
methods: 

(i) Adjust the percentage method 
withholding table to accord with the 
number of days in the period by multi¬ 
plying the amount shown in the table 
as applicable per day of a miscellaneous 
payroll period by the number of days 
in such period. 

(ii) Reduce the wages paid for the 
period to a daily basis by dividing the 
total wages by the number of days in 
the period. 

<2) Period not a payroll period. If 
wages are paid for a period which is not 
a payroll period, the withholding ex¬ 
emption allowable with respect to each 
payment of such wages shall be the ex¬ 
emption allowed for a miscellaneous pay¬ 
roll period containing a number of days 
(including Sundays and holidays) equal 
to the number of days in the period with 
respect to which such wages are paid. 

Example. An individual is hired by a 
contractor to perform services in connec¬ 
tion with a building project. The number of 
withholding exemptions claimed by such in¬ 
dividual is two. Wages were fixed at the rate 
of $9 per day, to be paid upon completion of 
the project. The project was completed dur¬ 
ing 1954 In 12 consecutive days, at the end 
of which period the individual is paid wages 
of $90 for 10 days* services performed dur¬ 
ing the period. For the purpose of comput¬ 
ing the tax the amount of the withholding 
exemption allowable for the 12-day period 
is $43.20 (12X(2X$l-80)). 

(3) Wages paid without regard to any 
period. In the case of wages paid without 
regard to any particular period, as, for 
example, commissions paid to a salesman 
upon completion of a sale, the withhold¬ 
ing exemption is measured by the num¬ 
ber of days elapsed (including Sundays 
and holidays) since the date of the last 
payment of wages to such employee by 
such employer during the calendar year, 
or the date on which employment with 
such employer began during the calendar 
year, or January 1 of such calendar year, 
whichever is the latest. 

Example . On AprU 2, 1954, A was em¬ 
ployed by the X Real Estate Co. to seU real 
estate on a commission basis, commissions 
to be paid only upon consummation of sales. 
The number of withholding exemptions 
claimed by A is one. On May 21, 1954, A re¬ 
ceived a commission of $300. Again, on 
June 16, 1954, A received a commission of 
$400. The amount of the withholding 
exemption with respect to the commission 
paid on May 21 is $90 ($1.80 x 50). With re¬ 
spect to the commission paid on June 16, the 
amount of the withholding exemption is 
$46.80 ($1.80X26). 

(d) Period or elapsed time less than 
one week. (1) It is the general rule that 
if wages are paid for a payroll period or 
other period of less than one week, the 
withholding exemption allowable shall be 


the exemption allowable for a daily pay¬ 
roU period, or a miscellaneous payroll 
period containing the same number of 
days (including Sundays and holidays) 
as the payroll period or other period for 
which such wages are paid. The same 
rule is applicable in the case of wages 
paid without regard to a payroll period 
or other period, where the elapsed time 
as determined in accordance with the 
rule prescribed in paragraph (c) of this 
section is less than one week. 

Example (f). During 1954 an employee 
having a daily payroll period is paid wages 
of $12 per day. The number of witholding 
exemptions claimed by such employee is one. 
The amount of each such dally wage pay¬ 
ment subject to withholding is $10.20 
^$12.00 —$1.80). 

Example (2). During 1954 an employee 
works for a certain employer for four days, 
for which he is paid wages of $36. The num¬ 
ber of withholding exemptions claimed by 
the employee is two. The amount of the 
withholding exemption allowable is $14.40 
(4 X $3.60). 

(2) Under certain conditions, how¬ 
ever, if the payroll period, other period, 
or elapsed time where wages are paid 
without regard to any period, is less 
than one week, the employer may, at 
his election, deduct and withhold the 
tax computed as if the aggregate of the 
wages paid to the employee during the 
calendar week were paid for a weekly 
payroll period. Such election by the 
employer is limited to the case of an 
employee who works for wages only for 
such employer during the calendar week. 
Any employer electing to compute the 
tax upon the excess of the wages paid 
during the calendar week over the weekly 
exemption must secure a statement in 
writing from the employee, stating that 
he works for wages only for such em¬ 
ployer. and that if he should thereafter 
secure additional employment for wages, 
he will within 10 days after the begin¬ 
ning of such additional employment, 
notify such employer of that fact. Such 
statement shall be signed by the em¬ 
ployee and shall contain or be verified 
by a written declaration that it is made 
under the penalties of perjury. No form 
of statement is specified, but any form 
used must include the contents speci¬ 
fied above. An employer electing to 
compute the tax in accordance with 
the provisions of this paragraph should 
withhold from each wage payment an 
amount sufficient to insure withholding 
of the correct amount of tax. 

(3) If such employee secures addi¬ 
tional employment for wages, such em¬ 
ployer may not thereafter use the week¬ 
ly exemption in computing the amount 
of tax to be withheld from the wages 
of such employee. In such event the 
daily or miscellaneous exemption will 
take effect as of the beginning of the 
first payroll period ending, or the first 
payment of wages made without regard 
to a payroll period, on or after 30 days 
from the date on which such employee 
notifies such employer that he has se¬ 
cured additional employment for wages. 

(4) To illustrate the use of the weekly 
exemption in such a case: Assume the 
facts stated in example (2) of subpara¬ 
graph (1) of this paragraph, except that 
the employer elects to use the weekly 
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withholding exemption after securing 
the proper statement from the employee. 
In such case, the amount of the with¬ 
holding exemption allowable is $26 
(2x$13). 

(5) As used in this paragraph the 
term “calendar week” means a period of 
seven consecutive days beginning with 
Sunday and ending with Saturday. 

(e) Rounding off of wage payment. 
In determining the amount of tax to be 
deducted and withheld under the per¬ 
centage method, the last digit of the 
wage amount may, at the election of the 
employer, be reduced to zero, or the wage 
amount may be computed to the nearest 
dollar. Thus, if the weekly wage is 
$45.37, the employer may, in determining 
the amount of tax to be deducted and 
withheld, reduce the last digit to zero and 
determine the tax on the basis of a wage 
payment of $45.30 or he may determine 
the tax on the basis of a wage payment 
of $45. 

§ 406.304 Wage bracket withhold¬ 
ing —(a) In general. The employer may 
elect to use the wage bracket method 
provided in section 1622 (c) instead of 
the percentage method with respect to 
any employee. The tax computed under 
the wage bracket method shall be in lieu 
of the tax required to be deducted and 
withheld under section 1622 (a). Wage 
bracket withholding tables for weekly, 
biweekly, semimonthly, monthly, and 
daily or miscellaneous payroll periods 
are contained in section 1622 <c>. 

(b) Established payroll periods , other 
than daily or miscellaneous , covered by 
wage bracket withholding tables. The 
wage bracket withholding tables con¬ 
tained in section 1622 (c) for established 
payroll periods other than daily or mis¬ 
cellaneous should be used in determining 
the tax to be withheld for any such 
period without reference to the time the 
employee is actually engaged in the per¬ 
formance of services during such payroll 
period. 


Example (f). During 1954 employee C 
Has a semimonthly payroll period. The num¬ 
ber of withholding exemptions claimed by C 
is two. During a certain payroU period C 
works only 40 hours and earns $48. Although 
C worked only 40 hours during the semi- 
payroll period, the wage bracket 
withholding table for a semimonthly payroll 
period should be used In determining the tax 
to be withheld. Under this table it will be 
found that no tax is required to be withheld 
from a wage payment of $48 when two with¬ 
holding exemptions are claimed. 

Example (2). During 1954 employee D has 
a weekly payroll period. The number of 
withholding exemptions claimed by D is two 
D’s wages are determined at the rate of $1.20 
per hour. During a certain payroll period D 
works 30 hours and earns $30. Although D 
worked only 30 hours during the weekly 
payroll period, the wage bracket withholding 
table for a weekly payroU period should be 
5“? ln determining the tax to be withheld. 
Under this table it will be found that $2.00 
Is the amount of tax to be withheld from a 
f“ ge Pfy ment of *36 when two withholding 
exemptions are claimed. 


(c) Periods to which the table for a 
daily or miscellaneous payroll period is 
applicable—(1) in general. The table 
applicable to a daily or miscellaneous 
payroll period shows the tax on the 
amount of wages for one day. Where 


the withholding is computed under the 
rules applicable to a miscellaneous pay¬ 
roll period, the wages and the amounts 
shown in the table must be placed on a 
comparable basis. This may be accom¬ 
plished by either of the following 
methods: 

(1) Adjust the amounts shown in the 
table to accord with the number of days 
in the period by multiplying such 
amounts by the number of days in such 
period. The amount of the tax required 
to be withheld is determined by applying 
the table as adjusted to the total wages 
paid for the period. 

(ii) Reduce the wages paid for the pe¬ 
riod to a daily basis by dividing the total 
wages by the number of days in the 
period. Apply the table to the wages so 
determined and multiply the result by 
the number of days in the period. 

(2) Period not a payroll period. If 
wages are paid for a period which is not 
a payroll period, the amount to be de¬ 
ducted and withheld under the wage 
bracket method shall be the amount ap¬ 
plicable in the case of a miscellaneous 
payroll period containing a number of 
days (including Sundays and holidays) 
equal to the number of days in the period 
with respect to which such wages are 
paid. 

Example . During 1954, an individual is 
hired by a contractor to perform services in 
connection with a construction project. The 
number of withholding exemptions claimed 
by the individual is two. Wages were fixed at 
the rate of $9 per day, to be paid upon com¬ 
pletion of the project. The project was com¬ 
pleted during 1954 in 12 days, at the end of 
which period the individual was paid $90, 
representing wages for 10 days’ services per¬ 
formed during the period. Under the wage 
bracket method the amount to be deducted 
and withheld from such wages is determined 
•by dividing the amount of the wages ($90) 
by the number of days in the period (12), 
the result being $7.50. The amount of tax 
required to be withheld is determined under 
the table applicable to a miscellaneous pay¬ 
roll period. Under this table the tax re¬ 
quired to be withheld is $8.40 (12 x $0.70). 

(3) Wages paid without regard to any 
period. If wages are paid without re¬ 
gard to any period, as, for instance, com¬ 
missions paid to a salesman upon con¬ 
summation of a sale, the amount of tax 
to be deducted and withheld shall be 
determined in the same manner as in 
the case of a miscellaneous payroll period 
containing a number of days equal to 
the number of days (including Sundays 
and holidays) which have elapsed since 
the date of the last payment of wages 
by such employer during the calendar 
year, or the date of commencement of 
employment with such employer during 
such year, or January 1 of such year 
whichever is the latest. 

Example. On April 2, 1954, A Is hired by 
the X Real Estate Co. to sell real estate on a 
commission basis, commissions to be paid 
only upon consummation of sales. The num¬ 
ber of withholding exemptions claimed by A 
is one. On May 21, 1954, A receives a com¬ 
mission of $300. Again, on June 16, 1954, 

A receives a commission of $400. Under 
the wage bracket method, the amount of 
tax to be deducted and withheld in respect 
of the commission paid on May 21 is $37.50, 
which amount is obtained by multiplying 
$0.75 (tax under wage bracket table for a 
daily or miscellaneous payroll period where 


wages are at least $6 but less than $8 25 
a day) by 50 (number of days elap-ni)• 
and the amount of tax to be withheld 
with respect to the commission paid oa 
June 16 is $62.40. which amount is obtained 
by multiplying $2.40 (tax under wage 
bracket table for a daily or miscellan <rus 
payroll period where wages are at least $15 
but less than $15.50 a day) by 26 (number 
of days elapsed). 

(d) Period or elapsed time less than 
one week. (1) It Is the general rule that 
if wages are paid for a payroll period 
or other period of less than one week, 
the tax to be deducted and withheld 
under the wage bracket method sha’.i be 
the amount computed for a daily payroll 
period, or for a miscellaneous payroll 
period containing the same number of 
days (including Sundays and holidays) 
as the payroll period, or other period, 
for which such wages are paid. In the 
case of wages paid without regard to 
any period, if the elapsed time computed 
as provided in paragraph (c) of this 
section is less than one week, the same 
rule is applicable. 

Example (1). During 1954 an employee 
having a daily payroll period is paid wages of 
$7 per day. The number of withholding ex¬ 
emptions claimed by the employee is one. 
Under the table applicable to a daily pay¬ 
roll period, the amount of tax to be deduct¬ 
ed and withheld from each such payment of 
wages Is $0.95. 

Example (2). During 1954 an individual Is 
hired for four days, for which be is paid 
wages of $36. The number of withholding 
exemptions claimed by him is two. The 
amount of tax to be deducted and withheld 
under the wage bracket method is $4.00 
(4 X $1.00) • 

(2) If the payroll period, other period, 
or elapsed time where wages are paid 
without regard to any period, is less than 
one week, the employer may, under cer¬ 
tain conditions, elect to deduct and 
withhold the tax determined by the ap¬ 
plication of the wage table for a weekly 
payroll period to the aggregate of the 
wages paid to the employee during the 
calendar week. The election to use the 
weekly wage table in such cases is sub¬ 
ject to the limitations and conditions pre¬ 
scribed in § 406.303 (d) with respect to 
employers using the percentage method 
in similar cases. 

(e) Rounding off of wage payment. In 
determining the amount to be deducted 
and withheld under the wage bracket 
method the wage amount may, at the 
election of the employer, be computed 
to the nearest dollar, provided such 
amount is in excess of the highest wage 
bracket of the applicable table. Thus, 
if the payroll period of an employee is 
weekly and the wage payment of such 
employee is $255.25 the employer may 
compute the tax on the excess over $200 
as if the excess were $55 instead of 
$55.25. 

§ 406.305 Statutory provisions: in¬ 
come tax collected at source; supplemen¬ 
tal wage payments. 

Sec. 1622. Income tax collected at source. 

• • • • • 

(i) Overlapping pay periods, and so forth. 

If a payment of wages is made to an em¬ 
ployee by an employer— 

(1) With respect to a payroll period or 
other period, any part of which is included 
la a payroll period or other period with re- 
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spect to which wages are also paid to such 
cmnlovee by such employer, or 
(21 Without regard to any payroll period 
or other period, but on or prior to the expira¬ 
tion of a payroll period or other period with 
respect to which wages are also paid to such 
employee by such employer, or 
(3) With respect to a period beginning in 
one anti ending in another calendar year, or 
a * • • • 
the manner of withholding and the amount 
to be deducted and withheld under this sub¬ 
chapter shall be determined in accordance 
with regulations prescribed by the Com¬ 
missioner with the approval of the Secre¬ 
tary under which the withholding exemption 
allowed to the employee in any calendar year 
shall approximate the withholding exemp¬ 
tion allowable with respect to an annual 
payroll period. 

(Sec. 1622 (i). as added by sec. 2 (a), Cur¬ 
rent Tax Payment Act 1943. J 

• • • • • 

§ 406.306 Supplemental wage pay¬ 
ments— (a) In general, (1) An em¬ 
ployee’s remuneration may consist of 
wages paid for a payroll period and sup¬ 
plemental wages, such as bonuses, com¬ 
missions, and overtime pay, paid for the 
same or a different period, or without 
regard to a particular period. When 
such supplemental wages are paid 
(whether or not at the same time as the 
regular wages) the amount of the tax re¬ 
quired to be withheld under section 1622 
(a) (the percentage method) or under 
section 1622 (c) (the wage bracket 
method) shall be determined in accord¬ 
ance with either subparagraph (2) or 
(3) of this paragraph. 

(2) The supplemental wages shall be 
aggregated with the wages paid for the 
payroll period, or, if not paid concur¬ 
rently, shall be aggregated with the 
wages paid for the last preceding pay¬ 
roll period within the same calendar 
year or the current payroll period, and 
the amount of tax to be withheld shall 
be determined as if the aggregate of the 
supplemental wages and the regular 
wages constituted a single wage payment 
for the regular payroll period. 

Example (1). A is employed as a salesman 
at a monthly salary of $100 plus commis¬ 
sions on sales made during the month. The 
number of withholding exemptions claimed 
is one. During January 1954 A earned $275 
in commissions, which together with the 
salary of $100 was paid on February 10, 1954. 
Under the wage bracket method the amount 
of the tax required to be withheld is shown 
in the table applicable to a monthly payroll 
period. Under this table it will be found 
that the amount of tax required to be with¬ 
held is $57.00. 

Example (2). B is employed at a salary 
of $3,000 per annum paid semimonthly on 
the 15th day and the last day of each 
tnonth, plus a bonus and commission de¬ 
termined at the end of each 3-month pe¬ 
riod. The number of withholding exemp¬ 
tions claimed is four. The bonus and com¬ 
mission for the 3-month period ending on 
March 31, 1954, amount to $250, which was 
Paid on April 10, 1954. Under the wage 
bracket method, the amount of tax re¬ 
quired to be withheld on the aggregate of 
the bonus of $250 and the last preceding 
semimonthly wage payment of $125, or $375, 
is $40.60. Since tax in the amount of $2.70 
was withheld on the semimonthly wage pay- 
tuent of $125. the amount to be withheld 
on AprU 10, 1954, is $43.90. 

<3) if supplemental wages are paid 
fi nd tax has been withheld from the em¬ 
ployee’s regular wages, the employer 


may determine the tax to be withheld 
from supplemental wages by using the 
applicable rate under section 1622 (a) 
without allowance for exemption and 
without reference to any regular pay¬ 
ment of wages. 

(b) Special rule where aggregate with¬ 
holding exemption exceeds wages paid. 
(1) If supplemental wages are paid to 
an employee during a calendar year for 
a period which involves two or more 
consecutive payroll periods the wages for 
which are also paid during such calen¬ 
dar year and the aggregate of the wages 
paid for such payroll periods is less than 
the aggregate of the amounts deter¬ 
mined under the table provided in sec¬ 
tion 1622 (b) (1) as the withholding 
exemptions applicable for such payroll 
periods, the amount of the tax required 
to be withheld on the supplemental 
wages shall be computed as follows: 

(1) Determine an average wage for 
each of such payroll periods by dividing 
the sum of the supplemental wages and 
the wages paid for such payroll periods 
by the number of such payroll periods. 

(ii) Determine a tax for each payroll 
period as if the amount of the average 
wage constituted the wages paid for such 
payroll period. 

(iii) From the sum of the taxes com¬ 
puted on the basis of the average wage 
per payroll period subtract the sum of 
the taxes previously withheld for such 
payroll periods and the remainder, if 
any, shall constitute the amount of the 
tax to be withheld upon the supple¬ 
mental wages. 

(2) The rules prescribed in this para¬ 
graph shall, at the election of the em¬ 
ployer, be applied in lieu of the rules 
prescribed in paragraph (a) of this sec¬ 
tion except that this paragraph shall not 
be applicable in any case in which the 
payroll period of the employee is less 
than one week. 

Example. An employee has a weekly pay¬ 
roll period ending on Saturday of each week, 
the wages for which are paid on Friday of 
the succeeding week. On the 10th day of 
each month he Is paid a bonus based upon 
production during the payroll periods for 
which wages were paid in the preceding 
month. The employee was paid a weekly 
wage of $64 on each of the five Fridays 
occurring in January 1954. On February 10, 
1954. the employee was paid a bonus of $125 
based upon production during the five pay¬ 
roll periods covered by the wages paid in 
January. On the date of payment of the 
bonus, the employee, who is married and has 
three children, has a withholding exemption 
certificate in effect claiming five withholding 
exemptions. The amount of the tax to be 
withheld from the bonus paid on February 


10, 1954, is computed as follows: 

Wages paid in January 1954 for 5 
payroll periods (5y$64) _ 

$320. 00 

Rnnnn nnirt Pph. 10. 1954 __ _ 

125. 00 

uuiiua a v awj 

Aggregate of wages and bonus. 

445. 00 

Average wage per payroU period 
($445-^5)__ 

89.00 

Computation of tax under percent¬ 
age method: 

Withholding exemptions (5X$13). 

65. 00 

Remainder subject to tax— 

24. 00 

Tax on average wage for 1 week 
(18 percent of $24)- 

4. 32 
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Tax on average wage for 5 weeks-— $21.60 


Less: Tax previously withheld on 

weekly wage payments of $64_ None 


Tax to be withheld on supple¬ 
mental wages- 21.60 


Computation of tax under wage 
bracket method: 

Tax on $89 wage under weekly 
wage table ($4.50 per week for 5 


weeks)_- 22. 50 

Less: Tax previously withheld on 
weekly wage payments of $64 
($0.20 per week for 5 weeks)— 1.00 


Tax to be withheld on supple¬ 
mental wages_- 21. 50 


(c) Vacation allowances. Amounts of 
so-called “vacation allowances” shall be 
subject to withholding as though they 
were regular wage payments made for 
the period covered by the vacation. If 
the vacation allowance is paid in addi¬ 
tion to the regular wage payment for 
such period, the rules applicable with 
respect to supplemental wage payments 
shall apply to such vacation allowance. 

§ 406.307 Statutory provisions; in¬ 
come tax collected at source; payroll pe¬ 
riod of more than one year . 

Sec. 1622. Income tax collected at source. 

* • • • • 

(i) Overlapping pay periods, and so forth. 
If a payment of wages is made to an em¬ 
ployee by an employer— 

9 • • • • 

(3) With respect to a period beginning in 
one and ending in another calendar year, or 
• • • • • 

the manner of withholding and the amount 
to be deducted and withheld under this sub¬ 
chapter shall be determined in accordance 
with regulations prescribed by the Commis¬ 
sioner with the approval of the Secretary 
under which the withholding exemption al¬ 
lowed to the employee in any calendar 
year shall approximate the withholding ex¬ 
emption allowable with respect to an annual 
payroll period. 

(Sec. 1622 (i), as added by sec. 2 (a). Cur¬ 
rent Tax Payment Act 1943.1 

• • • • • 

§ 406.308 Wages paid for payroll pe¬ 
riod of more than one year. If wages are 
paid to an employee for a payroll period 
of more than one year, for the purpose of 
determining the amount of tax required 
to be deducted and withheld in respect of 
such wages— 

(a) Under the percentage method, the 
amount of the tax shall be determined 
as if such payroll period constituted an 
annual payroll period, and 

(b) Under the wage bracket method, 
the amount of the tax shall be deter¬ 
mined as if such payroll period consti¬ 
tuted a miscellaneous payroll period of 
365 days. 

§ 406.309 Statutory provisions; in¬ 
come tax collected at source; wages paid 
on behalf of two or more employers. 

Sec. 1622. Income tax collected at source. 
• • • • • 

(i) Overlapping pay periods , and so forth . 
If a payment of wages is made to an em¬ 
ployee by an employer— 

• • • • • 

(4) Through an agent, fiduciary, or other 
person who also has the control, receipt, 
custody, or disposal of, or pays, the wages 
payable by another employer to such em¬ 
ployee. 
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the manner of withholding and the amount 
to be deducted and withheld under this sub¬ 
chapter shall be determined in accordance 
with regulations prescribed by the Commis¬ 
sioner with the approval of the Secretary 
under which the withholding exemption 
allowed to the employee in any calendar year 
shall approximate the withholding exemp¬ 
tion allowable with respect to an annual 
payroll period. 

(Sec. 1622 (i), as added by sec. 2 (a). Cur¬ 
rent Tax Payment Act 1943. J 

• • • • • 

§ 406.310 Wages paid on behalf of two 
or more employers . (a) If a payment 

of wages is made to an employee by an 
employer through an agent, fiduciary, or 
other person who also has the control, 
receipt, custody, or disposal of, or pays 
the wages payable by another employer 
to such employee, the amount of the tax 
required to be withheld on each wage 
payment made through such agent, 
fiduciary, or person shall, whether the 
wages are paid separately on behalf of 
each employer or paid in a lump sum on 
behalf of all such employers, be deter¬ 
mined upon the aggregate amount of 
such wage payment or payments in the 
same manner as if such aggregate 
amount had been paid by one employer. 
Hence, under either the percentage 
method or the wage bracket method the 
tax shall be determined upon the aggre¬ 
gate amount of the wage payment. 

(b) In any such case, each employer 
shall be liable for the return and pay¬ 
ment of a pro rata portion of the tax 
so determined, such portion to be de¬ 
termined in the ratio which the amount 
contributed by the particular employer 
bears to the aggregate of such wages. 

(c) For example, three companies 
maintain a central management agency 
which carries on the administrative 
work of the several companies. The 
central agency organization consists of 
a staff of clerks, bookkeepers, stenog¬ 
raphers, etc., who are the common em¬ 
ployees of the three companies. The 
expenses of the central agency, includ¬ 
ing wages paid to the foregoing em¬ 
ployees, are borne by the several com¬ 
panies in certain agreed proportions. 
Companies X and Y each pay 40 per¬ 
cent and Company Z pays 20 percent. 
The amount of the tax required to be 
withheld on the wages paid to persons 
employed in the central agency should 
be determined in accordance with the 
provisions of this section. In such event, 
Companies X and Y are each liable as 
employers for the return and payment 
of 40 percent of the tax required to 
be withheld and Company Z is liable 
for the return and payment of 20 per¬ 
cent of the tax. (See § 406.807. relating 
to acts to be performed by agents.) 

§ 406.311 Statutory provisions; in¬ 
come tax collected at source; average 
wages . 

Sec. 1622. Income tax collected at source. 

• • • • • 

(j) Withholding on basis of average wages. 
The Commissioner may. under regulations 
prescribed by him with the approval of the 
Secretary, authorize employers (1) to esti¬ 
mate the wages which will be paid to any 
employee In any quarter cf the calendar 
year, (2) to determine the amount to bo 
deducted and withheld upon each payment 
of wages to such employee during such 


quarter as if the appropriate average of the 
wages so estimated constituted the actual 
wages paid, and (3) to deduct and with¬ 
hold upon any payment of wages tc such 
employee during such quarter such amount 
as may be necessary to adjust the amount 
actually d-: cted and withheld upon the 
wages of such employee during such quar¬ 
ter to the amount required to be deducted 
and withheld during such quarter without 
regard to this subsection. 

(Sec. 1622 (J), as added by sec. 2 (a). 
Current Tax Payment Act 1943.) 

• • • • • 

§ 406.312 Withholding on basis of 
average wages. The Commissioner may 
authorize the employer to withhold the 
tax under section 1622 on the basis of 
the employee’s average estimated wages, 
with necessary adjustments, for any 
quarter. Before using such method the 
employer must receive authorization 
from the Commissioner. Applications to 
use such method must be accompanied 
by evidence establishing the need for the 
use of such method. 

§ 406.313 Statutory provisions; income 
tax collected at source; additional with¬ 
holding. 

Sec. 1622. Income tax collected at source. 
• • • • • 

(k) Additional withholding. The Secre¬ 
tary is authorized by regulations to provide, 
under such conditions and to such extent as 
he deems proper, for withholding in addition 
to that otherwise required under this section 
in cases in which the employer and the em¬ 
ployee agree (in such form as the Secretary 
may by regulations prescribe) to such addi¬ 
tional withholding. Such additional with¬ 
holding shall for all purposes be considered 
tax required to be deducted and withheld 
under this subchapter. 

(Sec. 1622 (k), as added by sec. 203, Rev¬ 
enue Act 1951.1 

§ 406.314 Additional withholding. 
(a) In addition to the tax required to 
be deducted and withheld in accordance 
with the provisions of section 1622, the 
employer and employee may agree that 
an additional amount shall be withheld 
from the employee’s wages. The agree¬ 
ment shall be in writing and shall be in 
such form as the employer may pre¬ 
scribe. The agreement shall be effective 
for such period as the employer and em¬ 
ployee mutually agree upon. However, 
unless the agreement provides for an 
earlier termination, either the employer 
or the employee, by furnishing a written 
notice to the other, may terminate the 
agreement effective with respect to the 
first payment of wages made on or after 
the first “status determination date” 
(January 1 and July l of each year) 
which occurs at least 30 days after the 
date on which such notice is furnished. 

(b) The amount deducted and with¬ 
held pursuant to an agreement between 
the employer and employee shall be con¬ 
sidered as tax required to be deducted 
and withheld under section 1622. All 
provisions of law and regulations ap¬ 
plicable with respect to the tax required 
to be deducted and withheld under sec¬ 
tion 1622 shall be applicable with respect 
to any amount deducted and withheld 
pursuant to the agreement. 

(c) The amount deducted and with¬ 
held pursuant to an agreement between 
the employer and employee, together 
with the tax required to be deducted and 


withheld under section 1622, shall be 
reported on Form W-2 and on Form 941 
as Federal income tax withheld from 
wages. 

§ 406.315 Statutory provisions; income 

tax collected at source; withholding ex¬ 
emptions. 

Sec. 1622. Income tax collected at souece. 
• • • • • 

(h) Withholding exemptions —(l) in gen¬ 
eral. An employee receiving wages shall on 
any day be entitled to the foUowing with¬ 
holding exemptions: 

(A) An exemption for himself. 

(B) One additional exemption for himself 
if, on the basis of facts existing at the begin¬ 
ning of such day, there may reasonably be 
expected to be allowable an exemption under 
section 25 (b) (1) (B) (i) (relating to old 
age) for the taxable year under Chapter 1 
in respect of which amounts deducted and 
withheld under this subchapter in the calen¬ 
dar year in which such day fails are allowed 
as a credit. 

(C) One additional exemption for himself 
if, on the basis of facts existing at the be¬ 
ginning of such day, there may reasonably be 
expected to be allowable an exemption under 
section 25 (b) (1) (C) (i) (relating to the 
blind) for the taxable year under Chapter 1 
in respect of which amounts deducted and 
withheld under this subchapter in the calen¬ 
dar year In which such day falls are allowed 
as a credit. 

(D) If the employee is married, any ex¬ 
emption to which his spouse is entitled, or 
would be entitled if such spouse were an 
employee receiving wages, under BUbpara- 
graph (A), (B), or (C). but only if such 
spouse does not have in effect a withholding 
exemption certificate claiming such exemp¬ 
tion. 

(E) An exemption for each individual with 
respect to whom, on the basis of facts exist¬ 
ing at the beginning of such day. there may 
reasonably be expected to be allowable an 
exemption under section 25 (b) (1) (D) for 
the taxable year under Chapter 1 in respect 
of which amounts deducted and withheld 
under this subchapter in the calendar year 
in which such day falls are allowed as a 
credit. 

(2) Exemption certificates. 

(A) On commencement of employment. 
On or before the date of the commencement 
of employment with an employer, the em¬ 
ployee shall furnish the employer with a 
signed withholding exemption certificate re¬ 
lating to the number of withholding exemp¬ 
tions which he claims, which shall In no 
event exceed the number to which he is 
entitled. 

(B) Change of status, etc. It, on any day 
during the calendar year, the number of 
withholding exemptions to which the em¬ 
ployee Is entitled is less than the number 
of withholding exemptions claimed by the 
employee on the withholding exemption cer¬ 
tificate then In effect with respect to him, 
the employee shall within ten days there¬ 
after furnish the employer with a new with¬ 
holding exemption certificate relating to the 
number of withholding exemptions which 
the employee then claims, which shall in no 
event exceed the number to which he is 
entitled on such day. If, on any day during 
the calendar year, the number of withhold¬ 
ing exemptions to which the employee is en¬ 
titled is greater than the number of with¬ 
holding exemptions claimed, the employee 
may furnish the employer with a new with¬ 
holding exemption certificate relating to the 
number of withholding exemptions which 
the employee then claims, which shall in no 
event exceed the number to which he is 
entitled on such day. 

(C) Change of status, etc., which affects 
next calendar year. If on any day during 
the calendar year the number of withhold- 
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ing exemptions to which the employee will 
be or may reasonably be expected to be, 
entitled at the beginning of his next taxable 
year under Chapter 1 is different from the 
number to which the employee is entitled 
on such day, the employee shall, in such 
cases and at such times as the Commissioner, 
with the approval of the Secretary, may by 
regulations prescribe, furnish the employer 
with a withholding exemption certificate re¬ 
lating to the number of withholding exemp¬ 
tions" which he claims with respect to such 
next taxable year, which shall in no event 
exceed the number to which he will be, or 
may reasonably be expected to be, so entitled, 

(3) When certificate takes effect. 

(A) First certificate furnished. A with¬ 
holding exemption certificate furnished the 
employer in cases in which no previous such 
certificate is in effect shall take effect as of 
the beginning of the first payroll period end¬ 
ing, or the first payment of wages made 
without regard to a payroll period, on or 
after the date on which such certificate is 
so furnished. 

(B) Furnished to take place of existing 
certificate. A withholding exemption cer¬ 
tificate furnished the employer in cases in 
which a previous such certificate Is in effect 
shall take effect with respect to the first 
payment of wages made on or after the first 
status determination date which occurs at 
least thirty days from the date on which such 
certificate is so furnished, except that at the 
election of the employer such certificate may 
be made effective with respect to any pay¬ 
ment of wages made on or after the date on 
which such certificate is so furnished; but 
a certificate furnished pursuant to para¬ 
graph (2) (C) shall not take effect, and may 
not be made effective, with respect to any 
payment of wages made in the calendar year 
in which the certificate is furnished. For 
the purposes of this subparagraph the term 
“status determination date'’ means January 
1 and July 1 of each year. 

(4) Period during which certificate re¬ 
mains in effect. A withholding exemption 
certificate which takes effect under this sub¬ 
section shall continue in effect with respect 
to the employer until another such certificate 
takes effect under this subsection. 

(5) Contents of certificate. Withholding 
exemption certificates shall be in such form 
and contain such information as the Com¬ 
missioner may, with the approval of the Sec¬ 
retary, by regulations prescribe. 

|8ec. 1622 (h). as added by sec. 2 (a), 
Current Tax Payment Act 1943. and as 
amended by sec. 137, Revenue Act 1943; 
sec. 22 (d) and (f). Individual Income Tax 
Act 1944; sec. 104 (c). Revenue Act 1945; 
8ec. 202 (b) (1), Revenue Act 1948.] 

* • * * • 

Sxc. 1626. Penalties. 

• * * • • 

(d) Penalties in respect of withholding 
exemption certificates. Any Individual re¬ 
quired to supply Information to his employer 
under section 1622 (h) who willfully sup¬ 
plies false or fraudulent information, or who 
willfully falls to supply Information there¬ 
under which would require an increase in 
the tax to be withheld under section 1622, 
shall, in lieu of any penalty otherwise pro¬ 
vided. upon conviction thereof, be fined not 
more than $500. or imprisoned for not more 
than one year, or both. 

[Sec. 1626 (d). as added by sec. 2 (a). Cur¬ 
rent Tax Payment Act 1943.1 

8ec. 25. Credits op individual against net 

income, 

• • • • • 

(b) Credits for both normal tax and 
surtax— (i) Credits. There shall be allowed 
tor the purposes of both the normal tax and 
the surtax, the following credits against net 

tocome: 

(A) An exemption of $600 for the tax¬ 
payer; and an additional exemption of $600 


for the spouse of the taxpayer if a separate 
return Is made by the taxpayer, and if the 
spouse, for the calendar year In which the 
taxable year of the taxpayer begins, has no 
gross income and is not the dependent of 
another taxpayer; 

(B) (i) An additional exemption of $600 
for the taxpayer if he has attained the age 
of 65 before the close of his taxable year; 
and 

(ii) An additional exemption of $600 for 
the spouse of the taxpayer if a separate re¬ 
turn is made by the taxpayer, and if the 
spouse has attained the age of 65 before the 
close of such taxable year, and, for the calen¬ 
dar year in which the taxable year of the 
taxpayer begins, has no gross income and is 
not the dependent of another taxpayer; 

(C) (1) An additional exemption of $600 
for the taxpayer if he is blind at the close of 
his taxable year; and 

(li) An additional exemption of $600 for 
the spouse of the taxpayer if a separate re¬ 
turn is made by the taxpayer, and if the 
spouse is blind and, for the calendar year in 
which the taxable year of the taxpayer begins, 
has no gross income and is not the dependent 
of another taxpayer. For the purposes of 
this clause the determination of whether the 
spouse is blind shall be made as of the close 
of the taxable year of the taxpayer, unless 
the spouse dies during such taxable year, in 
which case such determination shall be made 
as of the time of such death; 

(ill) For the purposes of this subparagraph 
an individual is blind only if either: his cen¬ 
tral visual acuity does not exceed 20/200 in 
the better eye with correcting lenses, or his 
visual acuity is greater than 20/200 but is 
accompanied by a limitation in the fields of 
vision such that the widest diameter of the 
visual field subtends an angle no greater 
than 20 degrees; 

(D) An exemption of $600 for each de¬ 
pendent whose gross income for the cal¬ 
endar year In which the taxable year 
of the taxpayer begins is less than $600, 
except that the exemption shall not be al¬ 
lowed in respect of a dependent who has 
made a Joint return with his spouse under 
section 51 for the taxable year beginning in 
such calendar year. 

(2) Determination of status. For the pur¬ 
poses of this subsection— 

(A) The determination of whether an in¬ 
dividual is married shall be made as of the 
close of his taxable year, unless his spouse 
dies during his taxable year, in which case 
such determination shall be made as of the 
time of such death; and 

(B) An Individual legally separated from 
his spouse under a decree of divorce or of 
separate maintenance shall not be considered 
as married. 

(3) Definition of dependent. As used in 
this chapter the term “dependent” means 
any of the following persons over half of 
whose support, for the calendar year in which 
the taxable year of the taxpayer begins, was 
received from the taxpayer: 

(A) A son or daughter of the taxpayer, or 
a descendant of either, 

(B) A stepson or stepdaughter of the tax¬ 
payer, 

(C) A brother, sister, stepbrother, or step¬ 
sister of the taxpayer, 

(D) The father or mother of the taxpayer, 
or an ancestor of either, 

(E) A stepfather or stepmother of the tax¬ 
payer, 

(F) A son or daughter of a brother or sister 
of the taxpayer, 

(G) A brother or sister of the father or 
mother of the taxpayer, 

(H) A son-in-law, daughter-in-law, father- 
in-law, mother-in-law, brother-in-law, or 
sister-in-law of the taxpayer. 

As used in this paragraph, the terms “broth¬ 
er" and “sister” include a brother or sister 
by the half-blood. For the purposes of de¬ 
termining whether any of the foregoing re¬ 


lationships exist (1) a legally adopted child 
of a person or (2) a child for which petition 
for adoption was filed by a person In the 
appropriate court and denied because of 
mental incapacity of surviving natural par¬ 
ent to agree to such adoption, shall be con¬ 
sidered a child of such person by blood. The 
term “dependent" does not Include any in¬ 
dividual who Is a citizen or subject of a for¬ 
eign country unless such individual Is a 
resident of the United States or of a country 
contiguous to the United States. A payment 
to a wife which is includible under section 
22 (k) or section 171 in the gross Income of 
such wife shall not be considered a payment 
by her husband for the support of any de¬ 
pendent. 

[Sec. 25 (b), as amended by sec.* 6 (a). 
Revenue Act 1940: secs. Ill (a). 113, Revenue 
Act 1941; secs. 120 (e) (1), 131 (a) (1) and 
(b). Revenue Act 1942; sec. 103, Revenue 
Act 1943; sec. 10 (b), Individual Income Tax 
Act 1944; sec. 102 (a), Revenue Act 1945; 
sec. 201, Revenue Act 1948; sec. 310 (a). 
Revenue Act 1951; sec. 3, Pub. Law 213 (83d 
Cong.).] 

§ 406.316 Withholding exemptions — 

(a) In general . (1) An employee re¬ 

ceiving wages shall on any day be en¬ 
titled to withholding exemptions as pro¬ 
vided in section 1622 (h) (1). In order 
to receive the benefit of such exemptions, 
the employee must file with his employer 
a withholding exemption certificate as 
provided in section 1622 (h) (2). See 
§ 406.319. 

(2) The number of exemptions to 
which an employee is entitled on any 
day depends upon his status as single or 
married, upon his status as to old age and 
blindness, upon the number of his de¬ 
pendents, and, if married, upon the num¬ 
ber of exemptions claimed by his spouse. 

(3) An employee is entitled to one 
withholding exemption for himself and 
he may also be entitled to withholding 
exemptions for old age and blindness. 

(b) Old age or blindness. If an em¬ 
ployee will have attained 65 years before 
the end of the taxable year he may claim 
an additional withholding exemption on 
account of age. If the employee is blind, 
he may claim an additional withholding 
exemption for blindness. For the pur¬ 
poses of claiming a withholding exemp¬ 
tion for blindness, an individual shall be 
considered blind only if either his cen¬ 
tral visual acuity does not exceed 
20/200 in the better eye with correcting 
lenses or his visual acuity is greater than 
20/200 but is accompanied by a limita¬ 
tion in the fields of vision such that the 
widest diameter of the visual field sub¬ 
tends an angle no greater than 20 de¬ 
grees. 

(c) Spouse. (1) A married employee is 
entitled to one withholding exemption 
for himself. He is also entitled to one 
withholding exemption for his spouse, 
unless his spouse is employed and claims 
the withholding exemption for herself. 
Thus, a married couple is entitled to one 
withholding exemption for each spouse 
and they each may claim one exemption, 
but if one spouse does not claim his ex¬ 
emption the other spouse may claim it. 
If the employee’s spouse will have at¬ 
tained 65 years before the end of such 
employee’s taxable year and such spouse 
has no withholding exemption certificate 
in effect claiming such exemption, the 
employee may also claim an additional 
withholding exemption on account of the 
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age of his spouse. If the employee’s 
spouse is blind and has no withholding 
exemption certificate in effect claiming 
such exemption, the employee may also 
claim an additional withholding exemp¬ 
tion for the blindness of his spouse. If 
both husband and wife are employees 
receiving wages subject to withholding 
and the wife is over the age of 65 and has 
in effect a withholding exemption cer¬ 
tificate claiming only one exemption, 
then the husband may claim one ex¬ 
emption for her on his certificate. 

(2) For the purpose of determining 
the number of withholding exemptions 
to which an employee is entitled for him¬ 
self and his spouse on any day, the em¬ 
ployee’s status as a single person or a 
married person and, if married, whether 
a withholding exemption is claimed by 
his spouse shall be determined as of such 
day. but, in the case of a married per¬ 
son, the withholding exemption claimed 
by an employee for his spouse or on ac¬ 
count of the age or blindness of his 
spouse may be claimed by the employee 
for that portion of his taxable year 
which occurs after his spouse's death. 

(d) Dependent (1) Subject to the 
limitations stated in this paragraph, 
an employee shall also be entitled on any 
day to a withholding exemption for each 
individual who may be reasonably ex¬ 
pected to be his dependent for the tax¬ 
able year beginning in the calendar year 
in which such day falls. For the pur¬ 
poses of the withholding exemption for 
an individual who may be reasonably ex¬ 
pected to be a dependent, the following 
rules shall apply: 

(i) The determination that an indi¬ 
vidual may or may not be reasonably ex¬ 
pected to be a dependent shall be made 
on the basis of facts existing at the be¬ 
ginning of the day for which a withhold¬ 
ing exemption for such individual is to be 
claimed. The individual in respect of 
w^hom an exemption is claimed must be in 
existence and bear the required relation¬ 
ship to the employee on the day in ques¬ 
tion. 

(ii) The determination that an indi¬ 
vidual may or may not be reasonably 
expected to be a dependent shall be 
made for the taxable year of the em¬ 
ployee under chapter 1 of the Internal 
Revenue Code in respect of w'hich 
amounts deducted and withheld in 
the calendar year in which the day 
in question falls are allowed as a credit. 
In general, amounts deducted and with¬ 
held during any calendar year are al¬ 
lowed as a credit against the tax imposed 
by chapter I for the taxable year which 
begins in, or with, such calendar year. 
For example, in order for an employee to 
be able to claim for a calendar year a 
withholding exemption with respect to a 
particular individual (other than the em¬ 
ployee's spouse) there must be a rea¬ 
sonable expectation that the employee 
will be allowed an exemption with re¬ 
spect to such individual under section 
25 (b) for his income tax taxable year 

(in) For the employee to be entitled 
on any day of the calendar year to a 
withholding exemption for an individual 
as a dependent, such individual must 
on such day be reasonably expected to 
receive less than $600 of gross income 


for such calendar year, receive over half 
of his support from the employee dur¬ 
ing such calendar year, and be related 
to the employee in one of the relation¬ 
ships specified in section 25 (b) (3). 

(2) If an employee undertakes the 
support of an individual before July 1 of 
any calendar year and intends to support 
such individual for the rest of such year, 
it will be considered reasonable for such 
employee to claim for the purposes of 
the withholding exemption that he ex¬ 
pects to furnish more than half the sup¬ 
port of such individual for such calendar 
year. 

(3) If a dependent of an employee dies 
during the calendar year, the withhold¬ 
ing exemption for the dependent con¬ 
tinues for that portion of the employee's 
taxable year which follows the de¬ 
pendent's death. 

(4) An employee is not entitled to 
claim a withholding exemption for an 
individual otherwise reasonably expected 
to be a dependent of the employee if 
such individual is a citizen of a foreign 
country, unless such individual is at any 
time during the calendar year a resident 
of the United States, Canada, or Mexico. 

§ 406.317 Statutory provisions; defini¬ 
tions; number of withholding exemptions 
claimed . 

Sec. 1621. Definitions. 

As used in this subchapter— 

• • • • • 

(e) Number of withholding exemptions 
claimed. The term “number of withholding 
exemptions claimed” means the number of 
withholding exemptions claimed in a with¬ 
holding exemption certificate in effect under 
section 1622 (h), except that if no such cer¬ 
tificate is in effect, the number of with¬ 
holding exemptions claimed shall be consid¬ 
ered to be zero. 

[Sec. 1621 (e), as added by sec. 2 (a). 
Current Tax Payment Act 1943. and as 
amended by sec. 22 (a). Individual Income 
Tax Act 1944.J 

§ 406.318 Number of withholding ex¬ 
emptions claimed . (a) The term "num¬ 
ber of withholding exemptions claimed” 
is defined in section 1621 (e). The num¬ 
ber of withholding exemptions claimed 
must be taken Into account in determin¬ 
ing the amount of tax to be deducted 
and withheld under section 1622, whether 
the employer computes the tax in accord¬ 
ance with the provisions of subsection 
(a) or subsection (c) of section 1622. 

(b) The employer is not required to 
ascertain whether or not the number of 
withholding exemptions claimed is 
greater than the number of withholding 
exemptions to which the employee is 
entitled. If, however, the employer has 
reason to believe that the number of 
withholding exemptions claimed by an 
employee is greater than the number to 
w T hich such employee is entitled, the dis¬ 
trict director should be so advised. 

(c) As to the number of withholding 
exemptions to which an employee is en¬ 
titled, see § 406.316. 

§ 406.319 Withholding exemption cer¬ 
tificates —(a) In general. Every em¬ 
ployee receiving wages shall furnish his 
employer a signed withholding exemp¬ 
tion certificate on Form W-4, relating to 
the number of withholding exemptions 
which he claims, which shall in no event 


exceed the number to which he is en¬ 
titled. A withholding exemption certifi¬ 
cate shall be furnished the employer by 
such employee on or before the date of 
the commencement of employment with 
the employer. The employer is required 
to request a withholding exemption cer¬ 
tificate from each employee, but if the 
employee fails to furnish such certificate 
such employee shall be considered as 
claiming no withholding exemptions 
Forms of certificate (Form W-4) will be 
supplied employers upon request to the 
district director. In lieu of the pre¬ 
scribed form of certificate, employers 
may prepare and use a form the pro¬ 
visions of w r hich are identical with the 
prescribed form. The certificate must 
be retained by the employer as a sup¬ 
porting record of. the withholding ex¬ 
emption claimed. Section 1622 (h) (2) 
(B) provides for the filing of a new with¬ 
holding exemption certificate when any 
change occurs which affects the number 
of withholding exemptions to which an 
employee is entitled. 

(b) Change in exemptions. (1) If, 
on any day dining the calendar year, the 
number of withholding exemptions of an 
employee is more than the number of 
withholding exemptions claimed on the 
withholding exemption certificate then 
in effect, the employee may furnish the 
employer with a new withholding ex¬ 
emption certificate on which the em¬ 
ployee must in no event claim more than 
the number of withholding exemptions 
to which he is entitled on such day. 

( 2 ) If, however, on any day during the 
calendar year, the number of withhold¬ 
ing exemptions to which the employee is 
entitled is less than the number of with¬ 
holding exemptions claimed on the with¬ 
holding exemption certificate then in 
effect, the employee must within 10 days 
after the change occurs furnish the em¬ 
ployer with a new withholding exemp¬ 
tion certificate relating to the number of 
withholding exemptions which the em¬ 
ployee then claims, which must in no 
event exceed the number to which he is 
entitled on such day. The number of 
withholding exemptions to which an em¬ 
ployee is entitled decreases for any of the 
following reasons: 

(i) The employee’s wife (or husband) 
for wdiom the employee has been claim¬ 
ing a withholding exemption, is divorced 
or legally separated from the employee, 
or claims her (or his) own withholding 
exemption on a separate certificate. 

(ii) The support of an individual for 
whom the employee has been claiming a 
withholding exemption is taken over by 
someone else, so that it can no longer be 
reasonably expected that the employee 
will furnish over half of the support of 
such individual for the particular 
calendar year. 

(iii) The employee finds that an in¬ 
dividual claimed as a dependent on a 
withholding exemption certificate will 
receive $600 or more of gross income of 
his or her ow f n during the current 
calendar year. 

(c) Qhange in exemptions which af¬ 
fects next taxable year. (1) If on any 
day during the calendar year the num¬ 
ber of exemptions to which the employee 
will be, or may be reasonably expected to 
be. entitled at the beginning of his next 
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taxable year under chapter 1 of the 
Internal Revenue Code is different from 
the number to which the employee is 
entitled on such day, the following rules 
shall be applicable: 

(1) If such number is greater than 
the number of withholding exemptions 
claimed in a withholding exemption 
certificate in effect on such day, the em¬ 
ployee may, on or before December 1 of 
the year in which such change occurs, 
unless such change occurs in December, 
furnish his employer with a new with¬ 
holding exemption certificate reflecting 
the increase in the number of withhold¬ 
ing exemptions. If the change occurs 
in December, the certificate may be fur¬ 
nished on or after the date on which the 
change occurs. 

(ii) If such number is less than the 
number of withholding exemptions 
claimed in a withholding exemption 
certificate in effect on such day, the em¬ 
ployee must, on or before December 1 
of the year in which the change occurs, 
unless such change occurs in December, 
furnish his employer with a new with¬ 
holding exemption certificate reflecting 
the decrease in the number of withhold¬ 
ing exemptions. If the change occurs 
in December, the new certificate must 
be furnished within 10 days of the date 
on which the change occurs. 

(2) Before December 1 of each year, 
every employer should request his em¬ 
ployees to file new withholding exemp¬ 
tion certificates for the ensuing year, in 
the event of change in their exemption 
status since the filing of their latest cer¬ 
tificates. The number of exemptions to 
which an employee is entitled at the 
beginning of the next taxable year under 
chapter 1 of the Code decreases, for 
example, for any of the following 
reasons: 

(i) The spouse o£ a dependent of the 

employee dies. 

(ii) The employee ceases late in the 
year to support an individual so that it 
is not reasonable to expect that more 
than half of the individual's support will 
be received from the employee during 
the ensuing year. 

(iii) A dependent of the employee be¬ 
gins to receive income late in the year 
so that it is reasonable to expect that 
the dependent will have a gross income 
of $600 or more for the ensuing year. 

(d) Penalties. Section 1626 (d) pro¬ 
vides criminal penalties applicable with 
respect to individuals who are required 
under section 1622 (h) to furnish to their 
employers information relating to the 
number of withholding exemptions 
claimed. The penalties are imposed 
upon any such individual (1) who will¬ 
fully supplies false or fraudulent infor- 
niation, or (2) who willfully fails to sup¬ 
ply information which would increase 
the tax required to be withheld at the 
source on his wages. The penalty in each 
instance is a fine of not more than $500 
or imprisonment for not more than one 
year, or both. Such penalties are in lieu 
°f any penalties otherwise provided by 
law for failure to furnish the informa¬ 
tion required by section 1622 (h) or for 
the furnishing of false or fraudulent in¬ 
formation under such section. 
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§ 406.320 When withholding exemp¬ 
tion certificates effective, (a) A with¬ 
holding exemption certificate furnished 
the employer in any case in which no pre¬ 
vious withholding exemption certificate 
is in effect with such employer, shall take 
effect as of the beginning of the first 
payroll period ending, or the first pay¬ 
ment of wages made without regard to a 
payroll period, on or after the date on 
which such certificate is so furnished. 

(b) A withholding exemption certifi¬ 
cate furnished the employer in any case 
in which a previous withholding exemp¬ 
tion certificate is in effect with such 
employer shall, except as hereinafter 
provided, take effect with respect to the 
first payment of wages made on or after 
the first status determination date which 
occurs at least 30 days from the date on 
which such certificate is so furnished. 
However, at the election of the employer, 
except as hereinafter provided, such cer¬ 
tificate may be made effective with re¬ 
spect to any payment of wages made on 
or after the date on which such certifi¬ 
cate is so furnished. 

(c) A withholding exemption certifi¬ 
cate furnished the employer pursuant to 
section 1622 (h) (2) (C) which effects 
a change for the next year, shall not take 
effect, and may not be made effective, 
with respect to the calendar year in 
which the certificate is furnished. 

(d) For the purposes of this section 
the term "status determination date’* 
means January 1 and July 1 of each year. 

(e) A withholding exemption certifi¬ 
cate wTiich takes effect under section 
1622 (h) shall continue in effect with 
respect to the employee until another 
withholding exemption certificate takes 
effect under such section. 

SUBPART D-LIABILITY FOR TAX 

§ 406.400 Statutory provisions; lia¬ 
bility for tax . 

Sec. 1622. Income tax collected at source. 

(a) Requirement of withholding. Every 
employer making payment of wages shall de¬ 
duct and withhold upon such wages a tax 
equal to 18 per centum of the amount by 
which the wages exceed the number of with¬ 
holding exemptions claimed multiplied by 
the amount of one such exemption as shown 
In subsection (b) (1) • • 

• • • • • 

(d) Tax paid by recipient. If the em¬ 
ployer, in violation of the provisions of this 
subchapter, fails to deduct and withhold the 
tax under this subchapter, and thereafter 
the tax against which such tax may be 
credited is paid, the tax so required to be 
deducted and withheld shall not be collected 
from the employer; but this subsection shall 
in no case relieve the employer from liability 
for any penalties or additions to the tax 
otherwise applicable In respect of such fail¬ 
ure to deduct and withhold. 

|Sec. 1622 (a), as added by sec. 2 (a). 
Current Tax Payment Act 1943, and as 
amended by sec. 22 (b), Individual Income 
Tax Act 1944; sec. 104 (a) (1), Revenue Act 
1945; sec. 501, Revenue Act 1948; sec. 141, 
Revenue Act 1950; sec. 201, Revenue Act 
1951; and sec. 1622 (d), as added by sec. 2 
(a), Current Tax Payment Act 1943.J 
• • • • • 

Sec. 1623. Liability for tax. 

The employer shall be liable for the pay¬ 
ment of the tax required to be deducted and 
withheld under this subchapter, and shall 
not be liable to any person for the amount 
of any such payment. 
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fSec. 1623, as added by sec. 2 (a), Current 
Tax Payment Act 1943.] 

Sec. 3661. Enforcement op inability fob 

TAXES COLLECTED. 

Whenever any person Is required to collect 
or withhold any Internal-revenue tax from 
any other person and to pay such tax over 
to the United States, the amount of tax so 
collected or withheld shall be held to be a 
special fund in trust for the United States. 
The amount of such fund shall be assessed, 
collected, and paid in the same manner and 
subject to the same provisions and limita¬ 
tions (including penalties) as are applicable 
with respect to the taxes from which such 
fund arose. 

§ 406.401 Liability for tax. (a) The 
employer is required to collect the tax 
by deducting and withholding the 
amount thereof from the employee’s 
wages as and when paid, either actually 
or constructively. Wages are construc¬ 
tively paid w'hen they are credited to 
the account of or set apart for an em¬ 
ployee so that they may be drawn upon 
by him at any time although not then 
actually reduced to possession. To con¬ 
stitute payment in such a case, the wages 
must be credited or set apart to the em¬ 
ployee without any substantial limita¬ 
tion or restriction as to the time or man¬ 
ner of payment or condition upon which 
payment is to be made, and must be 
made available to him so that they 
may be drawn upon at any time, and 
their payment brought within his con¬ 
trol and disposition. 

(b) An employer is required to de¬ 
duct and withhold the tax notwith¬ 
standing the wages are paid in some¬ 
thing other than money (for example, 
wages paid in stocks or bonds; see 
5 406.207 (a)) and to pay the tax to the 
district director or duly designated de¬ 
positary of the United States, as the case 
may be, in money. If wages are paid in 
property other than money, the employer 
should make necessary arrangements to 
insure that the amount of the tax re¬ 
quired to be withheld Is available for 
payment to the district director in 
money. 

(c) Every person required to deduct 
and withhold the tax under section 1622 
from the wages of an employee is liable 
lor the payment of such tax whether or 
not it is collected from the employee. If, 
for example, the employer deducts less 
than the correct amount of tax, or if he 
fails to deduct any part of the tax. he is 
nevertheless liable for the correct 
amount of the tax. However, if the em¬ 
ployer in violation of the provisions of 
section 1622 fails to deduct and withhold 
the tax, and thereafter the income tax 
against which the tax under section 1622 
may be credited is paid, the tax under 
section 1622 shall not be collected from 
the employer. Such payment does not, 
however, operate to relieve the employer 
from liability for penalties or additions 
to the tax for failure to deduct and with¬ 
hold within the time prescribed by law or 
regulations made in pursuance of law. 
The employer will not be relieved of his 
liability for payment of the tax required 
to be withheld unless he can show that 
the tax against which the tax under sec¬ 
tion 1622 may be credited has been paid. 

(d) The amount of any tax withheld 
and collected by the employer is a special 
fund in trust for the United States. 
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RULES AND REGULATIONS 


(e) The employer or other person re¬ 
quired to deduct and withhold the tax 
under section 1622 is relieved of liability 
to any other person for the amount of 
any such tax withheld and paid to the 
district director or deposited with a duly 
designated depositary of the United 
States. 

(f) Section 2707 provides severe penal¬ 
ties for a willful failure to pay, collect, or 
truthfully account for and pay over, the 
tax imposed by section 1622, or for a will¬ 
ful attempt in any manner to evade or 
defeat the tax. Such penalties may be 
incurred by any person, including the 
employer, and any officer or employee of 
a corporate employer, or member or em¬ 
ployee of any other employer, who as 
such employer, officer, employee, or 
member is under a duty to perform the 
act in respect of which the violation oc¬ 
curs. 

(g) As a matter of business adminis¬ 
tration, certain of the mechanical details 
of the withholding process may be han¬ 
dled by representatives of the employer. 
Thus, in the case of a corporate em¬ 
ployer having branch offices, the branch 
manager or other representative may 
actually, as a matter of internal admin¬ 
istration, withhold the tax or prepare 
the statements required under section 
1633. Nevertheless, the legal responsi¬ 
bility for withholding, paying, and re¬ 
turning the tax and furnishing such 
statements rests with the corporate 
employer. 

§ 406.402 Statutory provisions; non¬ 
deductibility of tax in computing net 
income . 

Sec. 1C22. Income tax collected at source. 
• * • • * 

(e) Nondeductibility of tax in computing 
net incorne. The tax deducted and with¬ 
held under this subchapter shall not be al¬ 
lowed as a deduction either to the employer 
or to the recipient of the Income in com¬ 
puting net income for the purpose of any 
tax on income imposed by Act of Congress. 

(Sec. 1622 (e), as added by sec. 2 (a), 
Current Tax Payment Act 1943.1 

• • • • » 

§ 406.403 Nondeductibility of tax. 
The tax deducted and withheld at the 
source upon wages shall not be allowed 
as a deduction either to the employer or 
the recipient of the income in computing 
net income under chapter 1 of the In¬ 
ternal Revenue Code. The entire 
amount of the wages from which the 
tax is withheld shall be included in gross 
income in the return required to be made 
by the recipient of the income without 
deductions for such tax. The tax with¬ 
held at source, however, is allowable as 
a credit against the tax imposed by 
chapter 1 of the Internal Revenue Code 
upon the recipient of the income. See 
§ 406.705. 

SUBPART E—RECEIPTS 

§ 406.500 Statutory provisions ; re¬ 
ceipts for employees . 

Sec. 1633. Receipts for employees. 

(a) Requirement. Every person required 
to deduct and withhold from an employee a 
tax under section 1400 or 1622, or who would 
have been required to deduct and withhold a 
tax under section 1622 if the employee had 
claimed no more than one withholding ex¬ 
emption, shall furnish to each such em¬ 


ployee in respect of the remuneration paid 
by such person to such employee during the 
calendar year, on or before January 31 of the 
succeeding year, or, if his employment is ter¬ 
minated before the close of such calendar 
year, on the day on which the last payment 
of remuneration is made, a written state¬ 
ment showing the following: (1) the name 
of such person, (2) the name of the em¬ 
ployee (and his social security account num¬ 
ber if wages as defined in section 1426 (a) 
have been paid), (3) the total amount of 
wages as defined in section 1621 (a), (4) the 
total amount deducted and withheld as tax 
under section 1622, (5) the total amount of 
wages as defined in section 1426 (a), and (6) 
the total amount deducted and withheld as 
tax under section 1400. In the case of com¬ 
pensation paid for service as a member of the 
armed forces, the statement shall show, as 
wages paid during the calendar year, the 
amount of such compensation paid during 
the calendar year which is not excluded from 
gross income under chapter 1 (whether or 
not such compensation constituted wages as 
defined in section 1621 (a)); such statement 
to be furnished if any tax was withheld dur¬ 
ing the calendar year or if any of the com¬ 
pensation paid is includible under chapter 
1 in gross income. 

(b) Statements to constitute information 
returns. The statements required to be 
furnished by this section in respect of any 
remuneration shall be furnished at such 
other times, shall contain such other infor¬ 
mation, and shall be in Buch form as the 
Commissioner, with the approval of the 
Secretary, may by regulations prescribe. A 
duplicate of any such statement if made 
and filed in accordance with regulations pre¬ 
scribed by the Commissioner with the ap¬ 
proval of the Secretary shall constitute the 
return required to be made in respect of 
such remuneration under section 147. 

(c) Extension of time. The Commissioner, 
under such regulations as he may prescribe 
with the approval of the Secretary, may grant 
to any person a reasonable extension of time 
(not in excess of thirty days) with respect 
to the statements required to be furnished 
under this section. 

[Sec. 1633, as added by sec. 206 (a), Social 
Security Act Amendments 1950, and as 
amended by sec. 202 (c), Revenue Act 1950.] 

Sec. 1634. Penalties. 

(a) Penalties for fraudulent statement or 
failure to furnish statement . In lieu of 
any other penalty provided by law (except 
the penalty provided by subsection (b) of 
this section), any person required under the 
provisions of section 1633 to furnish a state¬ 
ment who willfully furnishes a false or 
fraudulent statement, or who willfully fails 
to furnish a statement in the manner, at the 
time, and showing the Information required 
under section 1633, or regulations prescribed 
thereunder, shall for each such failure, upon 
conviction thereof, be fined not more than 
penalty provided by subsection (a) of this 
$1,000, or imprisoned for not more than one 
year, or both. 

(b) Additional penalty. In addition to the 
section, any person required under the pro¬ 
visions of section 1633 to furni.a a state¬ 
ment who willfully furnishes a false or 
fraudulent statement, or who willfully falls 
to furnish a statement in the manner, at the 
time, and showing the information required 
under section 1633, or regulations prescribed 
thereunder, shall for each such failure be 
subject to a civil penalty of $50. Such pen¬ 
alty shall be assessed and collected in the 
same manner as the tax imposed by section 
1410. 

(Sec. 1634, as added by sec. 206 (a). Social 
Security Act Amendments 1950.] 

§ 406.501 Receipts for employees — 
(a) Requirement. (1) Every person re¬ 
quired to deduct and withhold from an 


employee a tax under section 1622, or 
who would have been required to deduct 
and withhold a tax under section 1622 if 
the employee had claimed no more than 
one withholding exemption, shall fur¬ 
nish to each such employee, in respect 
of the remuneration paid by such per¬ 
son to such employee during the calen¬ 
dar year, the tax return copy and the 
employee’s copy of a statement on Form 
W-2 showing the following: (i) The 
name and address of such person, (ii) the 
name and address of the employee, and, 
if wages as defined in section 1426 (a) 
have been paid, his social security ac¬ 
count number, (iii) the total amount of 
w'ages as defined in section 1621 (a), <iv) 
the total amount deducted and withheld 
as tax under section 1622, (v) the total 
amount of wages as defined in section 
1426 (a), and (vi) the total amount of 
employee tax under section 1400 de¬ 
ducted and withheld (increased by any 
adjustment in the calendar year for 
overcollection, or decreased by any ad¬ 
justment in such year for undercollec¬ 
tion, of such tax duiing any prior year). 

(2) For example, if the wage bracket 
method of withholding is used, a with¬ 
holding statement must be furnished 
each employee whose wages during any 
payroll period are equal to or in excess 
of the smallest w r age for which tax must 
be withheld from employees claiming 
one exemption. If the percentage 
method is used, a withholding statement 
must be furnished each employee whose 
w T ages during any payroll period are in 
excess of one withholding exemption for 
such payroll period as shown in the per¬ 
centage method withholding table con¬ 
tained in section 1622 (b) (1). 

(3) If (i) the amount of employee tax 
under section 1400 deducted and with¬ 
held in the calendar year from the wages 
as defined in section 1426 (a) paid 
during such year was less or greater 
than the tax imposed by section 1400 
on such wages by reason of the adjust¬ 
ment in such year of an overcollection 
or undercollection of the tax in any prior 
year, or (ii) regardless of the reason for 
the error or the method of its correction, 
the amount of wages as defined in section 
1426 (a) or tax under section 1400 
entered on a statement furnished to the 
employee for a prior year was incorrect, 
a corrected statement for such prior 
year reflecting the adjustment or the 
correct data shall be furnished to the 
employee. 

(4) Likewise, a corrected statement on 
Form W-2 shall be furnished the em¬ 
ployee with respect to a prior calendar 
year (i) to show the correct amount of 
.wages (as defined in section 1621 (a)) 
paid during the prior calendar year if the 
amount of such wages entered on a state¬ 
ment furnished to the employee for such 
prior year is incorrect or (ii) to show the 
amount actually deducted and withheld 
as tax under section 1622 if such amount 
is less or greater than the amount en¬ 
tered as tax withheld on the statement 
furnished the employee for such prior 
year. 

(5) The statement on Form W-2 for 
the calendar year and the corrected 
statement for any prior year shall be 
furnished to the employee on or before 
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January 31 of the year succeeding such 
calendar year, or, if his employment is 
terminated before the close of such cal¬ 
endar year, on the day on which the last 
payment of wages is made. See para¬ 
graph <c> of this section for extension of 
time for furnishing statements. 

(6) See the applicable regulations un¬ 
der the Federal Insurance Contributions 
Act for the requirement as to the fur¬ 
nishing of a statement in cases where 
such statement is required solely by rea¬ 
son of the tax under section 1400 of such 
Act. Also see such regulations with re¬ 
spect to adjustments of that tax. 

(b) Receipts for members of the 
Armed Forces of the United States. Sec¬ 
tion 1633 (a) contains certain special 
provisions which are applicable in the 
case of members of the Armed Forces of 
the United States in active service. In 
such case. Form W-2 shall be furnished 
to each such member of the Armed 
Forces of the United States if any tax 
has been withheld during the calendar 
year from the remuneration of such 
member or if any of the remuneration 
paid during the calendar year for such 
active service is includible under chapter 
1 in the gross income of such member. 
Form W-2. in the case of such member, 
shall show, as wages paid during the 
calendar year, the amount of the re¬ 
muneration paid during the calendar 
year which is not excludable under chap¬ 
ter 1 from the gross income of such 
member, whether or not such remunera¬ 
tion constitutes wages as defined in sec¬ 
tion 1621 (a) and whether or not paid 
for such active service. 

(c) Extension of time for furnishing 
receipts to employees —(1) In general. 
For good cause shown upon application 
by the employer, the district director of 
internal revenue may grant an extension 
of time w ithin which to furnish the writ¬ 
ten statement provided for in paragraph 
(a) of this section. 

(2) Upon termination of employment . 
An extension of time, not exceeding 30 
days, within which to furnish the written 
statement provided for in paragraph (a) 
of this section upon termination of em¬ 
ployment is hereby granted to any em¬ 
ployer with respect to any employee 
whose employment is terminated during 
the calendar year. In the case of in¬ 
termittent or interrupted employment 
where there is reasonable expectation on 
the part of both employer and employee 
of further employment, there is no re¬ 
quirement that a written statement be 
immediately furnished the employee; 
but when such expectation ceases to 
exist, the statement must be furnished 
within 30 days from that time. 

<d) Undelivered Forms W-2. The 
tux return copy and the employee’s copy 
of each withholding statement on Form 
w-2 for the calendar year which the 
employer is required to furnish to the 
employee and which after reasonable 
effort he is unable to deliver to the em¬ 
ployee shall be transmitted to the dis¬ 
trict director with the return on Form 
941 filed by the employer for the first 
calendar quarter of the next succeeding 
calendar year or with the employer’s 
jj^ul return if filed at an eaflier date, 
tuus, the undelivered copies of Forms 
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W-2 ordinarily will be transmitted to 
the district director on or before April 
30th or May 10th of the year following 
that for which they were issued, de¬ 
pending upon when the return for the 
first calendar quarter of such year is 
required to be filed. In the case of an 
employer having branch offices, the un¬ 
delivered copies of Forms W-2 held in 
such branch offices may be transmitted 
by the employer with his return or, at 
the option of the employer, may be 
transmitted by the branch office directly 
to the district director for the internal 
revenue district in which the branch 
office is located. Such direct trans¬ 
mittal by branch offices shall be made at 
the time prescribed for the filing of the 
employer’s return for the first quarter 
of the calendar year following that for 
which the Forms W-2 were issued or at 
the time of the filing of the employer’s 
final return if filed at an earlier date. 
The provisions of this paragraph are also 
applicable with respect to any corrected 
statements issued for a prior calendar 
year. 

(e) Form 1099 information returns. 
The making of an information return 
on Form 1099 will not be required with 
respect to any wages reported on Form 
W-2, provided the district director’s 
copies of the Forms W-2 are transmitted 
with the returns on Form 941, as pro¬ 
vided in § 406.601. 

(f) Penalties for fraudulent receipt or 
failure to furnish receipt. Section 1634 
imposes criminal and civil penalties for 
the willful failure to furnish a statement 
in the manner, at the time, and showing 
the information required under section 
1633 or regulations prescribed thereunder 
or for willfully furnishing a false or 
fraudulent statement. For each such 
violation, the criminal penalty is a fine 
of not more than $1,000 or imprisonment 
for not more than one year, or both, and 
the civil penalty is a fine of $50. The 
civil penalty shall be assessed and col¬ 
lected in the same manner as the tax 
imposed by section 1410. These penal¬ 
ties are in lieu of any other penalties 
provided by law respecting the failure to 
furnish a statement or the furnishing of 
a false or fraudulent statement. 

SUBPART F—RETURNS, PAYMENT OF TAX, AND 
RECORDS 

§ 406.600 Statutory provisions ; re¬ 
turns; payment of tax; and records. 

Sec. 1420. Collection and payment of 

TAXES. 

(a) Administration. The taxes imposed by 
this subchapter shall be collected by the 
Bureau of Internal Revenue [Internal Reve¬ 
nue Service] under the direction of the 
Secretary and shall be paid Into the Treas¬ 
ury of the United States as internal-revenue 
collections. 

• • • • • 

(c) Method of collection and payment. 
Such taxes shall be collected and paid in 
such manner, at such times, and under such 
conditions, not inconsistent with this sub- 
chapter (either by making and filing returns, 
or by stamps, coupons, tickets, books, or 
other reasonable devices or methods neces¬ 
sary or helpful in securing a complete and 
proper collection and payment of the tax or 
in securing proper identification of the tax¬ 
payer), as may be prescribed by the Com¬ 
missioner, with the approval of the Secretary. 


(d) Fractional parts of a cent. In the pay¬ 
ment of any tax under this subchapter a 
fractional part of a cent shall be disregarded 
unless it amounts to one-half cent or more, 
in which case it shall be Increased to 1 cent. 

• • • • • 

Sec. 1624. Return and payment by govern¬ 
mental EMPLOYER. 

If the employer is the United States, or a 
State. Territory, or political subdivision 
thereof, or the District of Columbia, or any 
agency or instrumentality of any one or more 
of the foregoing, the return of the amount 
deducted and withheld upon any wages may 
be made by any officer or employee of the 
United States, or of such State, Territory, or 
political subdivision, or of the District of 
Columbia, or of such agency or instrumen¬ 
tality, as the case may be, having control of 
the payment of such wages, or appropriately 
designated for that purpose. 

[Sec. 1624. as added by sec. 2 (a), Current 
Tax Payment Act 1943.] 

Sec. 3310. Returns and payment of tax. 

• • • • • 

(f) Discretion alloxced Commissioner —(1) 
Returns and payment of tax. Notwithstand¬ 
ing any other provision of law relating to 
the filing of returns or payment of any tax 
imposed by chapter 9 • • *, the Com¬ 

missioner may by regulations approved by 
the Secretary prescribe the period for which 
the return for such tax shall be filed, the 
time for the filing of such return, the time 
for the payment of such tax, and the num¬ 
ber of copies of the return required to be 
filed. 

(2) Use of Government depositaries. The 
Secretary may authorize Federal Reserve 
banks, and incorporated banks or trust com¬ 
panies which are depositaries or financial 
agents of the United States, to receive any 
tax imposed by this title, in such manner, 
at such times, and under such conditions as 
he may prescribe; and he shall prescribe the 
manner, times, and conditions under which 
the receipt of such tax by such banks and 
trust companies is to be treated as payment 
of such tax to the collector [district 
director]. 

(Sec. 3310 (f). as added by sec. 7 (a). Pub. 
Law 271 (81st Cong.), and as amended by 
sec. 471 (b), Revenue Act 1951.] 

Sec. 1627. other laws applicable. 

All provisions of law, including penalties, 
applicable with respect to the tax imposed by 
section 1400 shall, insofar as applicable and 
not inconsistent with the provisions of this 
subchapter [subchapter D of chapter 9], be 
applicable with respect to the tax under this 
subchapter. 

[Sec. 1627, as added by sec. 2 (a), Current 
Tax Payment Act 1943.] 

Sec. 1430. Other laws applicable. 

AH provisions of law, including penalties, 
applicable with respect to any tax imposed 
by section 2700 or section 1800, and the pro¬ 
visions of section 3661, shall, insofar as 
applicable and not inconsistent with the 
provisions of this subchapter, be applicable 
with respect to the taxes imposed by this 
subchapter. 

(Sec. 1430, as amended by sec. 903, Social 
Security Act Amendments 1939.] 

Sec. 2709. Records, statements, and re¬ 
turns. 

Every person liable to any tax imposed by 
this subchapter, or for the collection thereof, 
shall keep such records, render under oath 
such statements, make such returns, and 
comply with such rules and regulations, as 
the Commissioner, with the approval of the 
Secretary, may from time to time prescribe. 

Sec. 2701. Returns. 

Every person liable for the tax • • • 

shall make • • • returns under oath 

• • • to the collector [district director] 

for the district in which is located the prin- 
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cipal place of business. Such returns shall 
contain such information and be made at 
such times and in such manner as the Com¬ 
missioner, with the approval of the Secre¬ 
tary, may by regulations prescribe. 

Sec. 3603. Notice requiring records, state¬ 
ments, AND SPECIAL RETURNS. 

Whenever in the Judgment of the Com¬ 
missioner necessary he may require any per¬ 
son, by notice served upon him, to make a 
return, render under oath such statements, 
or keep such records as the Commissioner 
deems sufficient to show whether or not such 
person Is liable to tax. 

Sec. 3632. Authority to administer oaths, 

TAKE TESTIMONY, AND CERTIFY. 

(a) Internal Revenue personnel —(1) Per¬ 

sons in charge of administration of internal 
revenue laws generally . Every collector [dis¬ 
trict director], • • • internal revenue 

agent, and Internal revenue officer assigned 
to duty under an internal revenue agent, is 
authorized to administer oaths and to take 
evidence touching any part of the adminis¬ 
tration of the internal revenue laws with 
which he is charged, or where such oaths and 
evidence are authorized by law or regulation 
authorized by law to be taken. 

(2) Persons in charge of exports and draw¬ 
backs. Every collector [district director] of 
Internal revenue and every superintendent 
of exports and drawbacks is authorized to 
administer such oaths and to certify to such 
papers as may be necessary under any regu¬ 
lation prescribed under the authority of the 
internal revenue laws. 

(b) Others. Any oath or affirmation re¬ 
quired or authorized by any Internal revenue 
law or by any regulations made under au¬ 
thority thereof may be administered by any 
person authorized to administer oaths for 
general purposes by the law of the United 
States, or of any State, Territory, or posses¬ 
sion of the United States, or of the District 
of Columbia, wherein such oath or affirma¬ 
tion is administered, or by any consular offi¬ 
cer of the United States. Tills subsection 
shall not be construed as an exclusive enu¬ 
meration of the persons who may administer 
such oaths or affirmations. 

Sec. 3809. Verification of returns; penal¬ 
ties OF PERJURY, 

(a) Penalties. Any person who willfully 
makes and subscribes any return, statement, 
or other document, which contains or is veri¬ 
fied by a written declaration that it is made 
under the penalties of perjury, and which he 
does not believe to be true and correct as to 
every material matter, shall be guilty of a 
felony, and. upon conviction thereof, shall be 
fined not more than $2,000 or imprisoned 
not more than five years, or both. 

(b) Signature presumed correct. The fact 
that an individual’s name is signed to a 
return, statement, or other document filed 
shall be prima facie evidence for all purposes 
that the return, statement, or other docu¬ 
ment was actually signed by him. 

(c) Verification in lieu of oath. The 
Commissioner, under regulations prescribed 
by him with the approval of the Secretary, 
may require that any return, statement, or 
other document required to be filed under 
any provision of the internal revenue laws 
shall contain or be verified by a written dec¬ 
laration that it is made under the penalties 
of perjury, and such declaration shall be in 
lieu of any oath otherwise required. 

[Sec. 3809, as added by sec. 4 (a). Pub. 
Law 271 (81st Cong,).] 

Sec. 3612. Returns executed by commis¬ 
sioner or collector [district director], 

(a) Authority of collector [district direc¬ 
tor]. If any person falls to make and file a 
return or list at the time prescribed by law 
or by regulations made under authority of 
law, or makes, willfully or otherwise, a false 
or fraudulent return or list, the collector 
[district director] or deputy collector [col¬ 
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lection officer] shall make the return or list 
from his own knowledge and from such in¬ 
formation as he can obtain through testi¬ 
mony or otherwise. 

(b) Authority of Commissioner. In any 
such case the Commissioner may, from his 
own knowledge and from such information 
as he can obtain through testimony or other¬ 
wise— 

(1) To make return. Make a return, or 

(2) To amend collector's [district direc¬ 
tor's] return. Amend any return made by 
a collector [district director] or deputy 
collector [collection officer], 

(c) Legal status of returns. Any return 
or list so made and subscribed by the Com¬ 
missioner, or by a collector | district director] 
or deputy collector [collection officer] and 
approved by the Commissioner, shall be 
prima facie good and sufficient for all legal 
purposes. 

* • • • * 

Sec. 3614. Examination of books and wit¬ 
nesses. 

(a) To determine liability of the taxpayer. 
The Commissioner, for the purpose of ascer¬ 
taining the correctness of any return or for 
the purpose of making a return where none 
has been made, is authorized, by any officer 
or employee of the Bureau of Internal Reve¬ 
nue {Internal Revenue Service], including 
the field service, designated by him for that 
purpose, to examine any books, papers, rec¬ 
ords, or memoranda bearing upon the 
matters required to be included in the re¬ 
turn, and may require the attendance of 
the person rendering the return or of any 
officer or employee of such person, or the 
attendance of any other person having 
knowledge in the premises, and may take his 
testimony with reference to the matter re¬ 
quired by law to be included in such return, 
•with power to administer oaths to such per¬ 
son or persons. 

• • • • + 

Sec. 2702. Payment of tax. 

(a) Date of payment. The tax shall, with¬ 

out assessment by the Commissioner or no¬ 
tice from the collector | district director], be 
due and payable to the collector (district 
director] for the district in which is located 
the principal place of business, at the time 
fixed • • • for filing the return, 

* * • • * 

§ 408.601 Returns —(a) Requirement . 
Every person shall make a return for the 
first calendar quarter after December 
31, 1953, within which he is required 
under section 1622 to deduct and with¬ 
hold the tax on wages, and for each 
subsequent quarter (whether or not 
wages are paid therein) until a final 
return is filed as required by § 406.602. 
Every person required to make a return 
for the calendar quarter ended Decem¬ 
ber 31, 1953, shall make a return for 
each subsequent calendar quarter 
(whether or not wages are paid therein) 
until a final return is filed as required 
by § 406.602. Form 941 is the form pre¬ 
scribed for making a return of the tax 
required under section 1622 to be de¬ 
ducted and withheld from wages. 

(b) District director's copies of Forms 

W-2. (1) The district director’s copy 

of each withholding statement on Form 
W-2 required to be furnished by the em¬ 
ployer with respect to wages paid during 
the calendar year (as well as such copy 
of each corrected statement for a prior 
year) shall be included with the return 
filed for the fourth quarter of the calen¬ 
dar year or with the employer’s fi n a l 
return if filed at an earlier date. 

(2) The copies of withholding state¬ 
ments for the current calendar year 


transmitted with the return shall be ac¬ 
companied by a list (preferably in the 
form of an adding machine tape) of the 
amounts of income tax withheld shown 
on such forms. If an employer’s total 
payroll is made up on the basis of a 
number of separate units or establish¬ 
ments, the forms may be assembled ac¬ 
cordingly and a separate list or tape 
submitted for each unit. In such case, 
a summary list or tape should be sub¬ 
mitted. the total of which will agree with 
the corresponding entry to be made on 
Form 941. Where the number of forms 
is large, they may be forwarded in pack¬ 
ages of convenient size. When this is 
done, the packages should be identified 
with the name of the employer and con¬ 
secutively numbered. The number of 
packages should be indicated at the top 
of Form 941. The tax return. Form 941, 
and remittance in cases of this kind 
should be filed in the usual manner, ac¬ 
companied by a brief statement that the 
district director’s copies of Forms W-2 
are in separate packages. 

(3) The district director's copies of 
corrected Forms W-2 for a prior calendar 
year shall be assembled separately from 
the forms for the current calendar year 
and shall be accompanied by a state¬ 
ment explaining the corrections. 

(c) Period covered by return. Except 
in the case of quarterly adjustments, as 
explained in § 406.701, the return on 
Form 941 may not be made for more 
than one calendar quarter of the year, 
nor may a portion of one calendar quar¬ 
ter be included with a portion of another 
calendar quarter in a single return on 
Form 941 even though the entire period 
does not exceed three months. 

§ 406.602 Final returns, (a) The last 
return on Form 941 for any employer re¬ 
quired to deduct and withhold any tax 
under section 1622 who ceases to pay 
wages shall be marked “Final return’' 
by such employer or the person filing 
the return. Such final return shall 
be filed with the district director on or 
before the thirtieth day after the date on 
w r hich the final payment of wages is 
made for services performed for such 
employer, and shall plainly show the 
period covered by the return and the 
date of the last payment of w r ages. An 
employer required to make a return on 
Form 941, who has only temporarily 
ceased to pay wages, including an em¬ 
ployer engaged in seasonal activities, 
shall continue to file returns, but shall 
enter on the face of any return on which 
no tax Is required to be reported the 
date of the last payment of w r ages and 
the date when he expects to resume 
paying wages. If an employer ceases 
to pay wages as defined In section 1621 
(a) but continues to pay wages as defined 
in section 1426 (a), no final return on 
Form 941 should be filed so long as he 
continues to pay such w ages. However, 
if an employer w'ho has been paying re¬ 
muneration which constitutes wages as 
defined in each of such sections per¬ 
manently ceases to pay such wages, a 
final return is required of such employer. 

(b) There shall be executed as a part 
of each final return on Form 941 a state¬ 
ment giving the address at which the 
records required by § 496.607 will be kept, 
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the name of the person keeping such rec¬ 
ords. and, if the business has been sold 
or otherwise transferred to another per¬ 
son, the name and address of such per¬ 
son and the date on which the sale or 
other transfer took effect. If no such 
sale or transfer occurred or the employer 
does not know the name of the person 
to whom the business was sold or trans¬ 
ferred, that fact should be included in 
the statement. 

§406.603 Execution of returns —(a) 
Requirement . Each return shall be 
signed by the employer or other person 
required to deduct and withhold the tax 
and shall contain or be verified by a writ¬ 
ten declaration that it is made under the 
penalties of perjury. The return shall 
be signed and verified by (1) the indi¬ 
vidual, if the employer is an individual; 
(2) the president, vice-president, or 
other principal officer, if the employer is 
a corporation; (3) a responsible and duly 
authorized member or officer having 
knowledge of its affairs, if the employer 
is a partnership or other unincorporated 
organization; or (4) the fiduciary, if the 
employer is a trust or estate. The em¬ 
ployer’s return may be executed by an 
agent in the name of the employer if an 
acceptable power of attorney is filed with 
the district director and if such return 
includes the wages paid to all employees 
of the employer for the period covered by 
the return. If the United States, a 
State, Territory. Puerto Rico, or political 
subdivision, or the District of Columbia, 
or any agency or instrumentality of any 
one or more of the foregoing, is the em¬ 
ployer, the return may be made by the 
officer or employee having control of the 
payment of wages or other officer or em¬ 
ployee appropriately designated for that 
purpose. 

<b) Penalties of perjury. Section 
3809 (a) provides that any person who 
willfully makes and subscribes any re¬ 
turn, statement, or other document, 
which contains or is verified by a written 
declaration that it is made under the 
penalties of perjury, and which he does 
not believe to be true and correct as to 
every material matter, shall be guilty of a 
felony. The punishment for such of¬ 
fense, upon conviction thereof, is a fine 
of not more than $2,000 or imprisonment 
for not more than five years, or both. 

§ 406.604 Use of prescribed forms. 
(a) Copies of the prescribed return forms 
will so far as possible be regularly fur¬ 
nished employers by district directors 
without application therefor. An em¬ 
ployer will not be excused from making a 
return, however, by the fact that no re¬ 
turn form has been furnished to him. 
Employers not supplied with the proper 
forms should make application therefor 
to the district director in ample time to 
nave their returns prepared, verified, and 
filed with the district director on or be¬ 
fore the due date. (See § 406.605, 
relating to the place and time for filing 
returns; see also § 406.602, relating to 
final returns.) If the prescribed form 
k not available, a statement made by the 
employer disclosing the amount of tax 
nue may be accepted as a tentative re¬ 
turn. if filed within the prescribed time 
the statement so made will relieve the 


employer from liability for the addition 
to tax imposed for the delinquent filing 
of the return (see § 406.810, relating to 
the addition to tax), provided that with¬ 
out unnecessary delay such tentative re¬ 
turn is supplemented by a return made 
on the proper form. 

(b) Each return, together with a copy 
thereof and any supporting data, shall be 
filled in and disposed of in accordance 
with the instructions and regulations ap¬ 
plicable thereto. (See § 406.605, relating 
to the place and time for filing returns, 
and § 406.607 (c) and (e), relating to 
copies of returns, schedules, and state¬ 
ments, and to the place and period for 
keeping records.) The return shall be 
carefully prepared so as fully and accu¬ 
rately to set forth the data therein called 
for. Returns which have not been so 
prepared will not be accepted as meeting 
the requirements of the statute. Only 
one return on any one prescribed form 
for a tax-return period shall be filed by 
or for an employer. 

§ 406.605 Place and time for filing re¬ 
turns. Each return on Form 941 shall 
be filed with the district director for the 
district in which is located the principal 
place of business of the employer, or, 
if the employer has no principal place 
of business in an internal revenue district 
of the United States, with the district 
director at Baltimore, Md. Except as 
provided in § 406.602, relating to final re¬ 
turns, each return shall be filed on or be¬ 
fore the last day of the first month fol¬ 
lowing the period for which it is made. 
However, if, and only if, the return is 
accompanied by depositary receipts, 
Form 450, showing timely deposits, in 
full payment of the taxes due for the en¬ 
tire calendar quarter, the return may be 
filed on or before the 10th day of the 
second month following the period for 
which it is made. For the purpose of the 
preceding sentence, the timeliness of the 
deposit will be determined by the date of 
the endorsement by a designated com¬ 
mercial bank or by a Federal Reserve 
bank made on the reverse side of Form 
450. Deposit of the taxes for the last 
month of the calendar quarter with a 
designated commercial bank or a Federal 
Reserve bank, as the case may be, may 
be made on or before the last day of the 
first month following the close of such 
quarter. If the last day for filing any 
return falls on Sunday or a legal holiday, 
the return may be filed on the next fol¬ 
lowing business day. If placed in the 
mails, the return shall be posted in ample 
time to reach the district director’s 
office, under ordinary handling of the 
mails, on or before the due date. As to 
.additions to tax for failure to file the 
return within the prescribed time, see 
§ 406.810. See also section 2707, re¬ 
lating to penalties. 

§ 406.606 Payment of tax —(a) In 
general. The tax required to be reported 
on each return on Form 941 is due and 
payable to the district director, without 
assessment by the Commissioner or 
notice by the district director, at the time 
fixed for filing such return. For provi¬ 
sions relating to interest, additions to 
tax, and penalties, see §§ 406.809, 
406.810, and 406.812 and section 2707. 
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(b) Use of Federal Reserve banks and 
authorized commercial banks in connec¬ 
tion with payment of taxes —(1) Re¬ 
quirement. Except as provided in sub- 
paragraph (2) of this paragraph, if 
during any calendar month the aggre¬ 
gate amount of— 

(1) The employee tax withheld under 
section 1401, 

(ii) The employer tax for such month 
under section 1410, and 

(iii) The income tax withheld at 
source on wages under section 1622, 

exclusive of taxes under sections 1401 and 
1410 with respect to wages of household 
employees, exceeds $100 in the case of an 
employer, it will be the duty of such 
employer to deposit such amount within 
15 days after the close of such calendar 
month with a Federal Reserve bank. 
The remittance of such amount shall be 
accompanied by a Federal Depositary 
Receipt (Form 450). Such depositary 
receipt shall be prepared in accordance 
with the instructions and regulations ap¬ 
plicable thereto. The employer, at his 
election, may forward such remittance, 
together with such depositary receipt, to 
a commercial bank authorized in ac¬ 
cordance with Treasury Department 
Circular No. 848 to accept remittances of 
the aforementioned taxes for transmis¬ 
sion to a Federal Reserve bank. After 
the Federal Reserve bank has validated 
the depositary receipt, such depositary 
receipt will be returned to the employer. 
Every employer making deposits pur¬ 
suant to this paragraph shall attach to 
his return for the calendar quarter with 
respect to which such deposits are made, 
in part or full payment of the taxes 
shown thereon, depositary receipts so 
validated, and shall pay to the district 
director the balance, if any, of the taxes 
due for such quarter. 

(2) Payments for last month of the 
calendar quarter . With respect to the 
taxes specified in subparagraph (1) of 
this paragraph for the last month of the 
calendar quarter, the employer may 
either include with his return direct re¬ 
mittance to the district director for the 
amount of such taxes or attach to such 
return a depositary receipt validated by 
a Federal Reserve bank as provided in 
subparagraph (1) of this paragraph. 
Payment of the taxes required to be re¬ 
ported on each return, in the form of 
validated depositary receipts or direct re¬ 
mittances, shall be made to the district 
director at the time fixed for filing such 
return. If a deposit is made for the last 
month of the quarter, the employer shall 
make it in ample time (whether before, 
on. or after the 15th day of the succeed¬ 
ing month) to enable the Federal Reserve 
bank to return the validated receipt to 
the employer so that it can be attached 
to and filed with the employer’s return at 
the time so fixed. 

(3) Procurement of prescribed form. 
Initially, Form 450, Federal Depositary 
Receipt, will so far as possible be fur¬ 
nished the employer by the district di¬ 
rector. An employer not supplied with 
the proper form should make application 
therefor to the district director in ample 
time to have such form available for use 
in making his initial deposit within the 
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time prescribed in subparagraph (1) of 
this paragraph. Thereafter a blank form 
will be sent to the employer by the Fed¬ 
eral Reserve bank when returning the 
validated depositary receipt. An em¬ 
ployer may secure additional forms from 
a Federal Reserve bank by applying 
therefor and advising the bank of his 
identification number. (See § 406.201 
(f).) The district director will assign an 
identification number to each employer 
who is not required either to withhold 
the employee tax under section 1401 or 
to pay the employer tax under section 
1410. Every employer making deposits 
pursuant to this paragraph shall make 
such use of his identification number as 
is prescribed by this paragraph and by 
the instructions relating to Form 941 and 
to Form 450. The employer’s identifica¬ 
tion number and name, on each deposi¬ 
tary receipt, should be the same as they 
are required to be shown on the return 
to be filed with the district director. The 
address of the employer, as shown on 
each depositary receipt, should be the 
address to which the receipt should be 
returned following validation by the Fed¬ 
eral Reserve bank. 

§ 406.607 Records —(a) Records of 
employers . (1) Every employer required 
to deduct and withhold the tax shall 
keep accurate records of all remunera¬ 
tion paid to his employees. Such records 
shall show with respect to each em¬ 
ployee— 

(i) The name and address of the em¬ 
ployee; 

(ii) To the extent material to the de¬ 
termination of tax liability, the dates on 
which the employee worked during each 
calendar quarter, including the days for 
which remuneration is paid or payable, 
and ,the character of the services per¬ 
formed ; 

(iii) The total amount (including any 
sum withheld therefrom as tax or for 
any other reason) and date of each re¬ 
muneration payment, and the period of 
services covered by such payment; 

(iv) The amount of each remunera¬ 
tion payment which constitutes w r ages 
subject to withholding; 

(v) The amount of tax withheld or 
collected with respect to each remunera¬ 
tion payment and, if collected at a time 
other than the time such payment w r as 
made, the date collected ; 

(vi) The withholding exemption cer¬ 
tificates (Form W-4) filed with the em¬ 
ployer by the employee; 

(vii) The agreements, if any. between 
the employer and the employee for the 
withholding of additional amounts of tax 
pursuant to § 406.314; 

(viii) Copies of any statements fur¬ 
nished by the employee pursuant to 
§ 406.224 (c) (relating to nonresident 
alien individuals who are residents of a 
contiguous country); 

(ix) Copies of any statements fur¬ 
nished by the employee pursuant to 
§ 406.226 (a) (relating to residence or 
physical presence in a foreign country); 
and 

(x) Copies of any statements fur¬ 
nished by the employee pursuant to 
§ 406.226 (c) (relating to citizens resi¬ 
dent in Puerto Rico). 


RULES AND REGULATIONS 

The term "remuneration”, as used In this 
paragraph (a), includes all payments 
whether in cash or in a medium other 
than cash, except that the term does not 
include payments in a medium other 
than cash for services not in the course 
of the employer’s trade or business. If 
the total remuneration payment (sub¬ 
division (iii) of subparagraph (1)) and 
the amount thereof which is taxable 
(subdivision (iv) of subparagraph (1)) 
are not equal, the reason therefor shall 
be made a matter of record. 

(2) Accurate records of the details of 
each adjustment or settlement made pur¬ 
suant to § 406.701 shall also be kept. 

(3) No particular form is prescribed 
for keeping the records required by this 
paragraph (a). Each employer shall 
use such forms and systems of account¬ 
ing as will enable the Commissioner to 
ascertain whether the taxes for which 
the employer is liable are correctly com¬ 
puted and paid. 

(b) Records of employees. While not 
mandatory, it is advisable for each em¬ 
ployee to keep permanent, accurate rec¬ 
ords showing the name and address of 
each employer for whom he performs 
services as an employee, the dates of 
beginning and termination of such serv¬ 
ices, the information w r ith respect to 
himself which is required by paragraph 
(a) of this section to be kept by em¬ 
ploy ers, and the receipts furnished in 
accordance with the provisions of 
§ 406.501. (See, however, paragraph (d) 
of this section, relating to records of 
claimants.) 

(c> Copies of returns, schedules , and 
statements. Every employer w f ho is re¬ 
quired, by the regulations in this part 
or by instructions applicable to any 
form prescribed thereunder, to keep any 
copy of any return, schedule, statement, 
or other document, shall keep such copy 
as part of his records. 

(d) Records of claimants. Any person 
(including an employee) claiming re¬ 
fund, credit, or abatement of any tax, 
penalty, or interest shall keep a complete 
and detailed record with respect to such 
tax, penalty, or interest. 

(e) Place and period for keeping 
records. (1) All records required by the 
regulations in this part shall be kept, by 
the person required to keep them, at one 
or more convenient and safe locations 
accessible to internal revenue officers. 
Such records shall at all times be open 
for inspection by such officers. If the 
employer has a principal place of busi¬ 
ness in the United States, the records re¬ 
quired by paragraphs (c) and (d) of 
this section shall be kept at such place 
of business. 

(2) Records required by paragraphs 
(a) and (c) of this section shall be main¬ 
tained for a period of at least four years 
after the date the tax to which they re¬ 
late becomes due, or the date the tax is 
paid, whichever is the later. Records 
required by paragraph (d) of this section 
(including any record required by para¬ 
graph (a) or (c) which relates to a 
claim) shall be maintained for a period 
of at least four years after the date the 
claim is filed 


SUBPART G—ADJUSTMENTS, REFUNDS, 
CREDITS, AND ABATEMENTS 

5 406.700 Statutory provisions; ad¬ 
justments. 

Sec. 1627. Other laws applicable. 

All provisions of law. Including penalties, 
applicable with respect to the tax imposed 
by section 1400 shall, Insofar as applicable 
and not inconsistent with the provisions of 
this subchapter (subchapter D of chapter 91, 
be applicable with respect to the tax under 
this subchapter. 

(Sec. 1627, as added by sec. 2 (a), Current 
Tax Payment Act 1943.) 

Sec. 1401. Deduction of tax from wages. 

* • • • • 

(c) Adjustments. If more or less than the 
correct amount of tax imposed by section 
1400 Is paid with respect to any payment of 
remuneration, proper adjustments, with re¬ 
spect both to the tax and the amount to be 
deducted, shall be made, without interest, 
in such manner and at such times as may 
be prescribed by regulations made undo- this 
subchapter. 

(Sec. 1401 (c), as amended by sec. 602 (a). 
Social Security Act Amendments 1939.) 

♦ • * • • 

§ 406.701 Quarterly adjustments—(a) 
In general. If, for any quarter of the 
calendar year, more or less than the cor¬ 
rect amount of the tax is withheld, or 
more or less than the correct amount of 
the tax is paid to the district director, 
proper adjustment, without interest, may 
be made in any subsequent quarter of the 
same calendar year. No adjustment, 
however, under the provisions of this sec¬ 
tion shall be made in respect of an under¬ 
payment for any quarter after receipt 
from the district director of notice and 
demand for payment thereof based upon 
an assessment, but the amount shall be 
paid in accordance with such notice and 
demand; nor shall any adjustment under 
the provisions of this section be made 
in respect of an overpayment for any 
quarter after the filing of a claim for 
refund thereof. Every return on which 
an adjustment for a preceding quarter 
is reported must have securely attached 
as a part thereof a statement explaining 
the adjustment, and designating the 
quarterly return period in which the 
error occurred. If an adjustment of an 
overcollection of tax which the employer 
has repaid to an employee is reported on 
a return, such statement shall include 
'the fact that such tax w r as repaid to the 
employee. 

(b) Less than correct amount of tax 
withheld. (1) If none, or less than the 
correct amount, of the tax is deducted 
from any wage payment and the error 
is ascertained prior to the making of the 
return on Form 941 for the quarter in 
wdiich such wages are paid, the employer 
shall nevertheless report on such return 
and pay to the district director the cor¬ 
rect amount of the tax required to be 
withheld. If the error is not ascertained 
until after the making of the return on 
Form 941 for the quarter in which such 
wages are paid, the undercollection may 
be corrected by an adjustment on the 
return for any subsequent quarter of the 
same calendar year, subject, however, to 
the limitations noted in paragraph (a) 
of this section. The amount of any 
undercollection adjusted in accordance 
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with this paragraph shall be paid to the 
district director, without interest, at the 
time prescribed for payment of the tax 
for the quarter in which such adjustment 
is made. If an adjustment is made pur¬ 
suant to this paragraph but the amount 
thereof is not paid when due, interest 
thereafter accrues. See section 1420 
(b). 

(2) If none, or less than the correct 
amount, of the tax is withheld from any 
wage payment, the employer may cor¬ 
rect the eiTor by deducting the amount 
of the undercollection from remunera¬ 
tion of the employee, if any, under his 
control after he ascertains the error. 
Such deduction may be made even 
though the remuneration, for any reason, 
does not constitute w r ages. The obliga¬ 
tion of an employee to the employer with 
respect to an undercollection of tax from 
the employee’s wages not subsequently 
corrected by a deduction made as pre¬ 
scribed herein is a matter for settlement 
between the employee and the employer. 
In this connection, see section 1622 (d), 
relieving the employer from liability for 
the tax if the tax imposed by chapter 1 of 
the Internal Revenue Code against 
which the tax withheld at source is 
allowable as a credit, has been paid by 
the employee or other person liable 
therefor. 

(c) More than correct amount of tax 
withheld. (1) If. in any quarter, more 
than the correct amount of tax is de¬ 
ducted from any wage payment, the t 
overcollection may be repaid to the em¬ 
ployee in any quarter of the same cal¬ 
endar year. If the amount of the over¬ 
collection is repaid, the employer shall 
obtain and keep as part of his records 
the written receipt of the employee 
showing the date and amount of the 
repayment. 

(2) If an overcollection in any quarter 
Is repaid and receipted for by the em¬ 
ployee prior to the time the return on 
Form 941 for such quarter is filed with 
the district director, the amount of such 
overcollection shall not be included in 
the return for such quarter. 

(3) Subject to the limitations pro¬ 
vided in paragraph (a), if an overcol- 
lection in any quarter is repaid and 
receipted for by the employee after the 
time the return on Form 941 for such 
quarter is filed and the tax is paid to 
the district director, the overcollection 
may be corrected by an adjustment on 
the return for any subsequent quarter of 
the same calendar year. 

(4) Every overcollection not repaid 
and receipted for by the employee as 
provided in this paragraph must be re¬ 
ported and paid to the district director 
with the return on Form 941 for the 
quarter in which the overcollection is 
made. 

(5) For information as to the manner 
of correcting errors in withholding 
which cannot be adjusted in a return 
for a subsequent quarter of the same 
calendar year, employers should consult 
the local district director of internal 

revenue. 

5 406.702 Statutory provisions; re¬ 
funds; credits; and abatements. 
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Sec. 1622. Income tax collected at source. 

* • * * 

(f) Refunds or credits. 

(1) Employers. Where there has been an 
overpayment of tax under this subchapter, 
refund or credit shall be made to the em¬ 
ployer only to the extent that the amount 
of such overpayment was not deducted and 
withheld under this subchapter by the em¬ 
ployer. 

(2) Employees. For refund or credit in 
cases of excessive withholding, see section 
322 (a). 

[Sec 1622 (f), as added by sec. 2 (a). 
Current Tax Payment Act 1943.1 

» • • * • 

Sec. 3770. Authority to make abatements, 

CREDITS, AND REFUNDS. 

(a) To Taxpayers —(1) Assessments and 
collections generally. Except as otherwise 
provided by law in the case of income, war- 
profits, excess-profits, estate, and gift taxes, 
the Commissioner, subject to regulations pre¬ 
scribed by the Secretary, is authorized to re¬ 
mit, refund, and pay back all taxes errone¬ 
ously or Illegally assessed or collected, all 
penalties collected without authority, and 
all taxes that appear to be unjustly assessed 
or excessive in amount, or in any manner 
wrongfully collected. 

(2) Assessments and collections after limi¬ 
tation period. Any tax (or any interest, 
penalty, additional amount, or addition to 
such tax) assessed or paid after the expira¬ 
tion of the period of limitation properly ap- 
pUcable thereto shall be considered an over¬ 
payment and shall be credited or refunded 
to the taxpayer if claim therefor is filed 
within the period of limitation for filing such 
claim. 

* • • • • 

(4) Credit of overpayment of one class of 
tax against another class of tax due. Not¬ 
withstanding any provisioq of law to the 
contrary, the Commissioner may, in his dis¬ 
cretion. in lieu of refunding an overpayment 
of tax imposed by any provision of this title, 
credit such overpayment against any tax due 
from the taxpayer under any other provision 
of this title. 

(5) Delegation of authority to collectors 
[district directors | to make refunds. The 
Commissioner, with the approval of the Sec¬ 
retary, is authorized to delegate to collec¬ 
tors [district directors] any authority, duty, 
or function which the Commissioner is au¬ 
thorized or required to exercise or perform 
under paragraph (1), (2), (3), or (4) of this 
subsection, or under section 322 or 1027, 
where the amount involved (exclusive of in¬ 
terest, penalties, additions to the tax, and 
additional amounts) does not exceed $10,000. 

• • • • • 

[Sec. 3770 (a) (1), as amended by sec. 
608 (b), Second Revenue Act 1940; sec. 3770 

(а) (4), as added by sec. 9 (a). Pub. Law 271 
(81st Cong.); and 3770 (a) (6), added as 
paragraph (4) by sec. 4 (c). Current Tax Pay¬ 
ment Act 1943. and redesignated paragraph 

(б) and amended by sec. 9 (a). Pub. Law 
271 (81st Cong.).] 

* • • * • 

§ 406.703 Refund or credit of overpay¬ 
ments which are not adjustable; abate¬ 
ment of overassessments —(a) Who may 
make claims. If more than the correct 
amount of tax, penalty, or interest is 
paid to the district director, the person 
who paid such tax, penalty, or interest 
to the district director may file a claim 
for refund of such overpayment or such 
person may take credit for the overpay¬ 
ment against the tax reported on any 
return on Form 941 which he subse¬ 
quently files. However, refund or credit 


of the overpayment shall be made only to 
the extent that the amount of the over¬ 
payment exceeds the tax actually with¬ 
held, and penalty and interest thereon. 
If more than the correct amount of tax, 
penalty, or interest is assessed but not 
paid to the district director, the person 
against whom the assessment is made 
may file a claim for abatement of such 
overassessment. 

(b) Form of claims. Each claim for 
refund or abatement under this section 
shall be made on Form 843 in accordance 
with the regulations in this part and the 
instructions relating to such form, and 
shall designate the tax-return period in 
which the error was ascertained. Copies 
of Form 843 may be obtained from any 
district director. If credit is taken under 
this section, a claim on Form 843 is not 
required, but the return on which such 
credit is claimed shall have attached as a 
part thereof a statement which shall con¬ 
stitute the claim for credit, setting forth 
in detail the grounds and facts relied 
upon in support of the credit, designating 
the tax-return period in which the error 
was ascertained, and showing such other 
information as is required by the regula¬ 
tions in this part or by the instructions 
relating to the return. 

(c) Limitation on claims. No refund 
or credit will be allowed after the expira¬ 
tion of the applicable statutory period of 
limitations, except upon one or more of 
the grounds set forth in a claim filed 
prior to the expiration of such period. 
For provisions relating to the period of 
limitation upon refunds and credits, see 
§ 406.707. 

(d) Claims improperly made. Any 
claim which does not comply with the 
requirements of this section will not be 
considered for any purpose as a claim for 
refund, credit, or abatement. 

(e) Proof of representative capacity. 
If a return is made by an individual who 
thereafter dies and a refund claim is 
made by a legal representative of the de¬ 
ceased, certified copies of the letters tes¬ 
tamentary, letters of administration, or 
other similar evidence must be annexed 
to the claim, to show the authority of the 
executor, administrator, or other fidu¬ 
ciary by whom the claim is made. If an 
executor, administrator, guardian, 
trustee, receiver, or other fiduciary 
makes a return and thereafter a refund 
claim is made by the same fiduciary, doc¬ 
umentary evidence to establish the legal 
authority of the fiduciary need not ac¬ 
company the claim, provided a statement 
is made in the claim showing that the 
return was made by the fiduciary and 
that the latter is still acting. In such 
cases, if a refund or interest is to be paid, 
letters testamentary, letters of adminis¬ 
tration, or other evidence may be re¬ 
quired, but should be submitted only 
upon the receipt of a specific request 
therefor. If a claim is made by a fidu¬ 
ciary other than the one by whom the 
return was made, the necessary docu¬ 
mentary evidence should accompany the 
claim. The claim may be executed by 
the agent of the person assessed, but in 
such case a power of attorney must ac¬ 
company the claim. 
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§ 406.704 Statutory provisions; credit 
for tax withheld. 

Sec. 35. Credit for tax withheld on wages. 

The amount deducted and withheld as tax 
under Subchapter D of Chapter 9 during any 
calendar year upon the wages of any indi¬ 
vidual shall be allowed as a credit to the 
recipient of the income against the tax im¬ 
posed by this chapter for the taxable year 
beginning in such calendar year. If more 
than one taxable year begins in any such 
calendar year such amount shall be allowed 
as a credit against the tax for the last tax¬ 
able year*so beginning. 

[Sec. 35. as added by sec. 172 (f) (2), 
Revenue Act 1942, and as amended by sec. 3, 
Current Tax Payment Act 1943. [ 

Sec. 322. Refunds and credits. 

(a) Authorization. 

• • • * • 

(2) Excessive withholding. Where the 
amount of the tax withheld at the source un¬ 
der Subchapter D of Chapter 9 exceeds the 
taxes Imposed by this chapter against which 
the tax so withheld may be credited under 
section 35. the amount of such excess shall be 
considered an overpayment. 

(Sec. 322 (a) (2). as added by sec. 172 (e) 
(1), Revenue Act 1942, and as amended by 
sec. 4 (a), Current Tax Payment Act 1943; 
sec. 6 (b) (9), Individual Income Tax Act 
1944.] 

♦ • • * * 

§ 406.705 Credit for tax withheld; 
credit or refund of overpayment of tax 
withheld, (a) The credit for tax with¬ 
held at source on wages during a calendar 
year shall be allowed against the tax im¬ 
posed by chapter 1 of the Internal Reve¬ 
nue Code for the taxable year of the 
recipient of the income which begins in 
such calendar year. If such recipient 
has more than one taxable year begin¬ 
ning in such calendar year, the credit 
shall be allowed against the tax for the 
last taxable year so beginning. 

(b) If the tax has actually been with¬ 
held at the source, credit or refund shall 
be made to the recipient of the income 
even though such tax has not been paid 
over to the Government by the employer. 
See section 322. For the purpose of the 
credit, the recipient of the income is the 
person subject to tax imposed under 
chapter 1 of the Internal Revenue Code 
upon the wages from which the tax was 
withheld. For instance, if a husband 
and wife domiciled in a community prop¬ 
erty State make separate returns, each 
reporting for income tax purposes one- 
half of the wages received by the hus¬ 
band, each spouse is entitled to one-half 
of the credit allowable for the tax with¬ 
held at source with respect to such wages. 

(c) The employee from w’hose wages 
tax has been deducted and withheld 
during any calendar year shall claim 
credit for the tax withheld on his return 
of tax under chapter 1 of the Code for the 
taxable year w’hich begins in such calen¬ 
dar year and shall attach to such return 
the withholding statement or state¬ 
ments on Form W-2 furnished to him 
with respect to w r ages paid during such 
calendar year. If the amount of the tax 
withheld exceeds the tax under chapter 1 
of the Code against which the tax so 
withheld may be credited, refund or 
credit of such excess will be made to the 
employee in accordance with the appli¬ 
cable provisions of the regulations pre¬ 
scribed under chapter 1 of the Code. 


RULES AND REGULATIONS 

§ 406.706 Statutory provisions ; pe¬ 
riod of limitation upon refunds and 
credits. 

Sec. 1636. Period of limitation upon re¬ 
funds AND CREDITS OF CERTAIN EMPLOYMENT 
TAXES. 

(a) General rule. In the case of any tax 

Imposed by • • • subchapter D of this 

chapter— 

(1) Period of limitation. Unless a claim 
for credit or refund is filed by the taxpayer 
within three years from the time the return 
was filed or within two years from the time 
the tax was paid, no credit or refund shall 
be allowed or made after the expiration of 
whichever of such periods expires the later. 
If no return is filed, then no credit or re¬ 
fund shall be allowed or made after two 
years from the time the tax was paid, un¬ 
less before the expiration of such period a 
claim therefor is filed by the taxpayer. 

(2) Limit on amount of credit or refund. 
The amount of the credit or refund shall 
not exceed the portion of the tax paid— 

(A) If a return was filed, and the claim 
was filed within three years from the time 
the return was filed, during the three years 
immediately preceding the filing of the 
claim. 

(B) If a claim was filed, and (1) no re¬ 
turn was filed, or (11) if the claim was not 
filed within three years from the time the 
return was filed, during the two years imme¬ 
diately preceding the filing of the claim. 

(C) If no claim was filed and the allow¬ 
ance of credit or refund is made within 
three years from the time the return was 
filed, during the three years Immediately 
preceding the allowance of the credit or 
refund. 

(D) If no claim was filed, and (1) no re¬ 
turn was filed or (ii) the allowance of the 
credit or refund is not made within three 
years from the time the return was filed, 
during the two years immediately preceding 
the allowance of the credit or refund. 

(b) Penalties, etc. The provisions of sub¬ 

section (a) of this section shall apply to any 
penalty or sum assessed or collected with re¬ 
spect to the tax imposed by • • • sub¬ 

chapter D of this chapter. 

(c) Date of filing return and date of pay¬ 
ment of tax. For the purposes of this sec¬ 
tion— 

(1) If a return for any period ending with 
or within a calendar year is filed before 
March 15 of the succeeding calendar year, 
such return shall be considered filed on 
March 15 of such succeeding calendar year; 
and 

(2) If a tax with respect to remuneration 
paid during any period ending with or within 
a calendar year is paid before March 15 of 
the succeeding calendar year, such tax shall 
be considered paid on March 15 of such suc¬ 
ceeding calendar year. 

(d) Application of section. The provisions 

of this section shall apply only to those taxes 
imposed by • • • subchapter D of this 

chapter, which are required to be collected 
and paid by making and filing returns. 

(e) Effective date. The provisions of this 
section shall not apply to any tax paid or 
collected with respect to remuneration paid 
during any calendar year before 1951 or to 
any penalty or sum paid or collected with 
respect to such tax. 

[Sec. 1636, as added by sec. 207 (a), Social 
Security Act Amendments 1950. J 

§ 406.707 Period of limitation upon 
refunds and credits—(a.) In general . 
Unless a claim for refund or credit of an 
overpayment is filed within three years 
from the time the return was filed, or 
within two years from the time the tax 
was paid, the Commissioner is prohib¬ 
ited, after both periods have expired, 
from allowing or making a refund or 


credit of such overpayment. If no re¬ 
turn is filed, the Commissioner is pro¬ 
hibited from allowing or making a re¬ 
fund or credit of the overpayment after 
two years from the time the tax was paid 
unless before the expiration of such two- 
year period a claim therefor is filed. 

(b) Limitation on amount of refund 
or credit. The limitation on the 
amount of refund or credit shall be de¬ 
termined in accordance with section 
1636 (a) (2). 

<c) Penalties. The provisions of this 
section as to the tax required to be de¬ 
ducted and withheld are also applicable 
to any penalty or other sum assessed or 
collected with respect to such tax. 

(d) Date of filing return and payment 
of tax. For the purposes of this section, 
if a return for any period ending with or 
within a calendar year is filed before 
March 15 of the succeeding calendar 
year, it shall be deemed filed on March 
15 of such succeeding calendar year. 
Likewise, if any tax required to be de¬ 
ducted and withheld during an> period 
ending w'ith or within a calendar year 
is paid before March 15 of the succeeding 
calendar year, such tax shall be deemed 
paid on March 15 of such succeeding 
calendar year. 

SUBPART H—MISCELLANEOUS PROVISIONS 

§ 406.800 Statutory provisions; jeop - 
ardy assessment. 

Sec. 1627. Other laws applicable. 

All provisions of law, including penalties, 
applicable with respect to the tax imposed 
by section 1400 shall, insofar as applicable 
and not inconsistent with the provisions of 
this subchapter [subchapter D of chapter 9[, 
be applicable with respect to the tax under 
this subchapter. 

(Sec. 1627, as added by sec. 2 (a), Current 
Tax Payment Act 1943.J 

Sec. 3660. Jeopardy assessment. 

(a) If the Commissioner believes that the 
collection of any tax (other than income 
tax, estate tax, and gift tax) under any pro¬ 
vision of the internal-revenue laws will be 
Jeopardized by delay, he shall, whether or not 
the time otherwise prescribed by law for 
making return and paying such tax has ex¬ 
pired, immediately assess such tax (together 
with all interest and penalties the assess¬ 
ment of which is provided for by law). Such 
tax, penalties, and interest shall thereupon 
become immediately due and payable, and 
immediate notice and demand shall be made 
by the collector [district director[ for the 
payment thereof. Upon failure or refusal to 
pay such tax, penalty, and interest, collection 
thereof by distraint shall be lawful without 
regard to the period prescribed in section 
3690. 

(b) The collection of the whole or any part 
of the amount of such assessment may be 
stayed by filing with the collector [district 
director) a bond in such amount, not ex¬ 
ceeding double the amount as to which the 
stay is desired, and with such sureties, aa 
the collector [district director! deems 
necessary, conditioned upon the payment of 
the amount collection of which is stayed, at 
the time at which, but for this section, such 
amount would be due. 

§ 406.801 Jeopardy assessments. 
Whenever, in the opinion of the district 
director, the collection of the tax will be 
jeopardized by delay, he should assess 
the tax, together w r ith all penalties ana 
interest due. Upon assessment such tax, 
penalty, and interest shall become im - 
mediately due and payable. 
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(b) The collection of the whole or any 
nart of the amount of the jeopardy as¬ 
sessment may be stayed by filing with 
the district director a bond in such 
amount, not exceeding double the 
amount with respect to which the stay is 
desired, and with such sureties as the 
district director deems necessary. Such 
bond shall be conditioned upon the pay¬ 
ment of the amount, collection of which 
is stayed, at the time at which, but for 
the jeopardy assessment, such amount 
would be due. In lieu of surety or 
sureties the taxpayer may deposit with 
the district director negotiable bonds 
or notes of the United States, or negoti¬ 
able bonds or notes fully guaranteed by 
the United States, having a par value not 
less than the amount of the bond re¬ 
quired to be furnished, together with an 
agreement authorizing the district di¬ 
rector in case of default to collect or sell 
such bonds or notes so deposited. 

(c) Upon refusal to pay. or failure to 
pay or give bond, the district director 
will proceed immediately to collect the 
tax, penalty, and interest by distraint 
without regard to the period prescribed 
in section 3690. 

§ 406.802 Statutory provisions ; period 
0 / limitation upon assessment and 

collection. 

Sec. 1635. Period of limitation upon as¬ 
sessment AND COLLECTION OF CERTAIN EMPLOY¬ 
MENT TAXES. 

(a) General rule. The amount of any tax 

Imposed by • * # subchapter D of this 

chapter shall (except as otherwise provided 
In the following subsections of this section) 
be assessed within three years after the re¬ 
turn was filed, and no proceeding in court 
without assessment for the collection of such 
tax shall be begun after the expiration of 
*uch period. 

(b) False return or no return. In the case 
of a false or fraudulent return with intent 
to evade tax or of a failure to file a return, 
the tax may be assessed, or a proceeding in 
court for the collection of such tax may be 
begun without assessment, at any time. 

(c) Willful attempt to evade tax. In case 
of a willful attempt in any manner to defeat 
or evade tax, the tax may be assessed, or a 
proceeding in court for the collection of such 
tax may be begun without assessment, at 
any time. 

(d) Collection after assessment. Where 
the assessment of any tax imposed by • • • 
subchapter D of this chapter has been made 
within the period of limitation properly ap¬ 
plicable thereto, such tax may be collected 
toy distraint or by a proceeding in court, 
tout only if begun (1) within six years after 
the assessment of the tax, or (2) prior to the 
expiration of any period for collection agreed 
upon tn writing by the Commissioner and 
the taxpayer. 

(e) Date of filing of return. For the pur¬ 
poses of this section, If a return for any pe¬ 
riod ending with or within a calendar year 
h filed before March 15 of the succeeding cal¬ 
endar year, such return shall be considered 
filed on March 15 of such succeeding calen¬ 
dar year. 

(f) Application of section. The provisions 

of this section shall apply only to those taxes 
Imposed by • • • subchapter D of this 

chapter, which are required to be collected 
and paid by making and filing returns. 

16) Effective date. The provisions of this 
section shall not apply to any tax Imposed 
w ith respect to remuneration paid during 
s&y calendar year before 1951. 

[Sec. 1635, as added by sec. 207 (a), Social 
Security Act Amendments 1950.) 
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§ 406.803 Period of limitation upon 
assessment and collection. Section 1635 
provides, in general, for a three-year 
period of limitation on the assessment of 
the tax required to be withheld. This 
period of limitation is measured from the 
date the return Is filed, except that if a 
return for any period ending with or 
within a calendar year is filed before 
March 15 of the succeeding calendar 
year, such return shall be deemed filed 
on March 15 of such succeeding calendar 
year. For example, if quarterly returns 
are filed for the four quarters of 1954 on 
April 30. July 31, and October 31, 1954, 
and on January 31, 1955, the period of 
limitation for assessment with respect to 
the tax required to be reported on each 
such return is measured from March 15, 
1955. However, if any of such returns is 
filed after March 15, 1955, the period of 
limitation for assessment of the tax re¬ 
quired to be reported on that return is 
measured from the date it is in fact filed. 
Where the tax is assessed within the 
statutory period of limitation, such tax 
may be collected by distraint or by a 
proceeding in court, if begun (a) within 
six years after the assessment of the 
tax, or (b) prior to the expiration of 
any period for collection agreed upon 
in writing by the Commissioner and the 
taxpayer. In the case of a false or 
fraudulent return with intent to evade 
tax or of a failure to file a return, and 
in the case of a willful attempt in any 
manner to defeat or evade tax, the tax 
required to be reported on the return 
may be assessed, or a proceeding in court 
for the collection of such tax may be 
begun without assessment, at any time. 

§ 406.804 Statutory provisions ; col¬ 
lection of tax in Puerto Rico. 

Sec. 3811. Collection of taxes in Puerto 
rico • • •. 

(a) Puerto Rico. Notwithstanding any 
other provision ol law respecting taxation in 
Puerto Rico, all taxes imposed • • • by 

subchapters • • • D of chapter 9, shall 

be collected under the direction of the Secre¬ 
tary and shall be paid Into the Treasury of 
the United States as Internal revenue col¬ 
lections. All provisions of the laws of the 
United States applicable to the administra¬ 
tion, collection, and enforcement • • • 

of any tax imposed by subchapter • • • D 

of chapter 9. shall. In respect to such tax, 
extend to and be applicable in Puerto Rico 
in the same manner and to the same extent 
as If Puerto Rico were a State, and as if the 
term "United States" when used in a geo¬ 
graphical sense included Puerto Rico. 

• • • • • 

(c) Definition. As used in this section, the 
term "tax" Includes any penalty with respect 
to the tax, any addition to the tax, and any 
additional amount with respect to the tax, 
provided for by any law of the United States. 

(Sec. 3811 (a), as added by see. 208 (b). 
Social Security Act Amendments 1950, and 
as amended and redesignated as subsection 
(a) by sec. 221 (1), Revenue Act 1950; and 
sec. 3811 (c), as added by sec. 221 (i), 
Revenue Act 1950.] 

§ 406.805 Collection of tax in Puerto 
Rico. All provisions of the laws of the 
United States relating to the adminis¬ 
tration, collection, and enforcement 
(such as the provisions relating to the 
ascertainment, return, determination, 
redetermination, assessment, collection, 
remission, credit, and refund) of the in¬ 


come tax withheld at source on wages 
under section 1622 shall, in respect of 
such tax, extend to and be applicable in 
Puerto Rico in the same manner and to 
the same extent as if Puerto Rico were a 
State, and as if the term "United States" 
when used in a geographical sense in¬ 
cluded Puerto Rico. 

§ 406.806 Statutory provisions ; acts to 
be performed by agents. 

Sec. 1632. Acts to be performed by agents. 

In case a fiduciary, agent or other person 
has the control, receipt, custody, or disposal 
of, or pays the wages of an employee or 
group of employees, employed by one or 
more employers, the Commissioner, under 
regulations prescribed by him with the ap¬ 
proval of the Secretary, is authorized to des¬ 
ignate such fiduciary, agent or other person 
to perform such acts as are required of em¬ 
ployers under this chapter (chapter 9 of the 
Internal Revenue Code] and as the Com¬ 
missioner may specify. Except as may be 
otherwise prescribed by the Commissioner 
with the approval of the Secretary, all pro¬ 
visions of law (Including penalties) appli¬ 
cable In respect of an employer shall be 
applicable to a fiduciary, agent or other per¬ 
son so designated but, except as so provided, 
the employer for whom such fiduciary, agent 
or other person acts shall remain subject to 
the provisions of law (including penalties) 
applicable In respect of employers. 

(Sec. 1632, as added by sec. 2 (a), Current 
Tax Payment Act 1943.] 

§ 406.807 Acts to be performed by 
agents. If an employer pays wages to an 
employee or group of employees through 
a fiduciary, agent, or other person who 
also has the control, receipt, custody, or 
disposal of, or pays the wages payable 
by another employer to such employee or 
group of employees, the Commissioner 
may, subject to such terms and condi¬ 
tions as he deems proper, authorize such 
fiduciary, agent, or other person to per¬ 
form such acts as are required of em¬ 
ployers under the statute and the reg¬ 
ulations in this part. Application for 
authorization to perform such acts, 
signed by such fiduciary, agent, or other 
person, should be filed with the Com¬ 
missioner of Internal Revenue, Washing¬ 
ton 25. D. C. If the fiduciary, agent, or 
other person Is authorized by the Com¬ 
missioner to perform such acts as are re¬ 
quired of employers under the statute 
and regulations, all provisions of law (in¬ 
cluding penalties) and of the regulations 
prescribed in pursuance of law appli¬ 
cable in respect of an employer shall be 
applicable to such fiduciary, agent, or 
other person. However, each employer 
for whom such fiduciary, agent, or other 
person acts shall remain subject to all 
provisions of law (including penalties) 
and of the regulations prescribed in pur¬ 
suance of law applicable in respect of em¬ 
ployers. (See also § 406.310.) 

§ 406.808 Statutory provisions; addi¬ 
tions to tax for failure to pay an assess¬ 
ment after notice and demand. 

Sec. 1420. Collection and payment of 
taxes. 

* • • • • 

(b) Addition to tax in case of delinquency. 
It the tax is not paid when due, there shall 
be added as part of the tax Interest (except 
in the case of adjustments made in accord¬ 
ance with the provisions of sections 1401 (c) 
and 1411) at the rate of 6 per centum per 
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annum from the date the tax became due 
until paid. 

• • • • • 

Sec. 3655. Notice and demand for tax. 

(a) Delivery. Where It Is not otherwise 
provided, the collector (district director) 
shall in person or by deputy, within ten days 
after receiving any list of taxes from the 
Commissioner, give notice to each person 
liable to pay any taxes stated therein, to be 
left at his dwelling or usual place of business, 
or to be sent by mail, stating the amount of 
such taxes and demanding payment thereof. 

(b) Addition to tax for nonpayment. If 

such person does not pay the taxes, within 
ten days after the service or the sending by 
mail of such notice, it shall be the duty of 
the collector (district director) or his 
deputy to collect the said taxes with a 
penalty of 5 per centum additional upon the 
amount of taxes, and interest at the rate of 
6 per centum per annum from the date of 
such notice to the date of payment • • *. 

• • • • • 

§ 406.809 Interest. If the tax is not 
paid to the district director when due 
and is not adjusted under § 406.701, in¬ 
terest accrues at the rate of 6 percent 
per annum. 

§ 406.810 Addition to tax for failure to 
pay an assessment after notice and de- 
mand. (a) If tax, penalty, or interest is 
assessed and the entire amount thereof 
is not paid within 10 days after the date 
of issuance of notice and demand for 
payment thereof, based on such assess¬ 
ment, there accrues under section 3655 
(except as provided in paragraph (b) of 
this section) a penalty of 5 percent of 
the assessment remaining unpaid at the 
expiration of such period. 

(b) If, within 10 days after the date of 
issuance of notice and demand, a claim 
for abatement of any amount of the as¬ 
sessment is filed with the district di¬ 
rector, the 5 percent penalty does not 
attach with respect to such amount. If 
the claim is rejected in whole or in part 
and the amount rejected is not paid, the 
district director shall issue notice and 
demand for such amount. If payment 
is not made within 10 days after the 
date the district director issues the 
notice and demand, the 5 percent penalty 
attaches with respect to the amount 
rejected. The filing of the claim does 
not stay the running of interest. 

§ 406.811 Statutory provisions; addi¬ 
tions to tax for delinquent or false re¬ 
turns. 

Sec. 3612. Returns exec uted by commis¬ 
sioner OR COLLECTOR [DISTRICT DIRECTOR). 

• • • * « 

(d) Additions to tax—(1) Failure to file 
return. In case of any failure to make and 
file a return or list within the time pre¬ 
scribed by law. or prescribed by the Com¬ 
missioner or the collector (district director) 
in pursuance of law, the Commissioner shall 
add to the tax 25 per centum of its amount, 
except that when a return Is filed after such 
time and it is shown that the failure to file it 
was due to a reasonable cause and not to 
willful neglect, no such addition shall be 
made to the tax: Provided. That in the case 
of a failure to make and file a return re¬ 
quired by law, within the time prescribed by 
law or prescribed by the Commissioner in 
pursuance of law, if the last date so pre¬ 
scribed for filing the return is after August 
80, 1935, then there shall be added to the tax. 
In lieu of such 25 per centum: 5 per centum 
if the failure is for not more than 30 days, 
with an additional 5 per centum for each 


additional 30 days or fraction thereof during 
which failure continues, not to exceed 25 
per centum in the aggregate. 

(2) Fraud. In case a false or fraudulent 
return or list is willfully made, the Com¬ 
missioner shall add to the tax 50 per centum 
of its amount. 

• • • * ♦ 

(e) Collection of additions to tax. The 
amount added to any tax under paragraphs 

(1) and (2) of subsection (d) shall be col¬ 
lected at the same time and in the same 
manner and as a part of the tax unless 
the tax has been paid before the discovery 
of the neglect, falsity, or fraud, in which 
case the amount so added shall be collected 
in the same manner as the tax. 

• • • • • 

Sec. 1631. Failure of employer to file 

RETURN. 

In case of a failure to make and file any 
return required under this chapter within 
the time prescribed by law or prescribed by 
the Commissioner in pursuance of law, un¬ 
less it is shown that such failure is due to 
reasonable cause and not to willful neglect, 
the addition to the tax or taxes required to 
be shown on such return shall not be less 
than $5. 

(Sec. 1631, as added by sec. 2 (a). Cur¬ 
rent Tax Payment Act 1943, and as amended 
by sec. 6, Pub. Law 271 (81st Cong.); sec. 
209 (d). Social Security Act Amendments 
1950.) 

§ 406.812 Additions to tax for delin¬ 
quent or false returns —(a) Delinquent 
returns —(1) Ad valorem addition, (i) 
If a person fails to make and file a 
return required by the regulations in 
this part within the prescribed time, a 
certain percent of the amount of the 
tax is added to the tax unless the re¬ 
turn is later filed and failure to file the 
return within the prescribed time is 
shown to be due to reasonable cause and 
not to willful neglect. Two classes of 
delinquents are subject to this addition 
to the tax: 

(a) Those who do not file returns and 
for whom returns are made by a district 
director, a collection officer, or the Com¬ 
missioner; and 

(b) Those who file tardy returns and 
are unable to show reasonable cause for 
the delay. 

The amount to be added to the tax is 5 
percent if the failure is for not more than 
30 days, with an additional 5 percent for 
each additional 30 days or fraction 
thereof during which failure continues, 
not to exceed 25 percent in the aggregate, 
subject, however, to the minimum addi¬ 
tion to the tax set forth in subparagraph 

(2) of this paragraph. In computing 
the period of delinquency all Sundays 
and holidays after the due date are 
counted. 

(ii) A person who files a tardy return 
and wishes to avoid the addition to the 
tax for delinquency must make an 
affirmative showing of all facts alleged 
as a reasonable cause for failure to file 
the return on time in the form of a state¬ 
ment which should be attached to the re¬ 
turn as a part thereof. 

(2) Minimum addition. If a person 
fails to make and file a return required 
by the regulations in this part within the 
prescribed time, unless it is shown that 
the failure is due to reasonable cause and 
not to willful neglect, the addition to the 
tax or taxes required to be shown on 
such return shall not be less than $5. 


The addition to the tax or taxes shall be 
computed as provided in subparagraph 

(1) of this paragraph, and if less than 
$5 shall be increased to $5. 

(b) False returns. If a false or 
fraudulent return is willfully made, the 
addition to tax under section 3612 (d> 

(2) is 50 percent of the total tax due for 
the entire period involved, including any 
tax previously paid. 

§ 406.813 Statutory provisions; pen¬ 
alties. 

Sec. 2707. Penalties. 

(a) Any person who willfully fails to pay, 

collect, or truthfully account for aiui pay 
over the tax • • • or willfully attempts 

in any manner to evade or defeat any such 
tax or the payment thereof, shall, in addi¬ 
tion to other penalties provided by law, be 
liable to a penalty of the amount of the tax 
evaded, or not paid, collected, or accounted 
for and paid over, to be assessed and col¬ 
lected In the same manner as taxes are as¬ 
sessed and collected. No penalty shall be 
assessed under this subsection for any offense 
for which a penalty may be assessed under 
authority of section 3612. 

(b) Any person required under this sub- 
chapter to pay any tax, or required by law 
or regulations made under authority thereof 
to make a return, keep any records, or sup¬ 
ply any Information, for the purposes of the 
computation, assessment, or collection of any 
tax imposed by this subchapter who willfully 
fails to pay such tax, make such returns, 
keep such records, or supply such informa¬ 
tion, at the time or times required by law 
or regulations, shall, in addition to other 
penalties provided by law, be guilty of a 
misdemeanor and, upon conviction thereof, 
be fined not more than $10,000, or Imprisoned 
for not more than one year, or both, together 
with the costs of prosecution. 

(c) Any person required under this sub- 
chapter to collect, account for and pay over 
any tax imposed by this subchapter, who will¬ 
fully falls to collect or truthfully account for 
and pay over such tax, and any person who 
willfully attempts in any manner to evade 
or defeat any tax imposed by this subchapter 
or the payment thereof, shall, in addition to 
other penalties provided by law, be guilty of 
a felony and, upon conviction thereof, be 
fined not more than $10,000, or Imprisoned 
for not more than five years, or both, to¬ 
gether with the costs of prosecution. 

(d) The term “person” as used in this 
section includes an officer or employee of a 
corporation, or a member or employee of a 
partnership, who as such officer, employee, 
or member is under a duty to perform the 
act in respect of which the violation occurs. 

Sec. 3616. Penalties. 

Whenever any person— 

(a) False returns. Delivers or discloses to 
the collector [district director) or deputy 
any false or fraudulent list, return, account, 
or statement, with intent to defeat or evade 
the valuation, enumeration, or assessment 
intended to be made; or, 

(b) Neglect to obey summons. Being duly 
summoned to appear to testify, or to appear 
and produce books as required under section 
3615, neglects to appear or to produce said 
books— 

he shall be fined not exceeding $1,000. or be 
imprisoned not exceeding one year, or both, 
at the discretion of the court, with costs of 
prosecution. 

• • * • • 

Sec. 3793. Penalties and forfeitures. 

• • • • • 

(b) Fraudulent returns, affidavits, and 
claims —(1) Assistance in preparation or 
presentation. Any person who willfully aid 5 
or assists In, or procures, counsels, or advises 
the preparation or presentation under, or in 
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connection with any matter arising under, 
tue internal revenue laws, of a false or 
fraudulent return, affidavit, claim, or docu¬ 
ment, shall (whether or not such falsity or 
fraud is with the knowledge or consent of 
the person authorized or required to present 
such return, affidavit, claim, or document) 
be guilty of a felony, and, upon conviction 
thereof, be fined not more than $10,000, or 
Imprisoned for not more than five years, or 
both, together with the costs of prosecution. 

(2 ) Person defined. The term “person” as 
used in this subsection includes an officer 
or employee of a corporation or a member or 
employee of a partnership, who as such offi¬ 
cer, employee, or member is under a duty to 
perform the act in respect of which the vio¬ 
lation occurs. 

• * • • • 

Sec. 286. Conspiracy to defraud the gov¬ 
ernment WITH RESPECT TO CLAIMS (TITLE 18, 
UNITED STATES CODE], 

Whoever enters into any agreement, com¬ 
bination, or conspiracy to defraud the 
United States, or any department or agency 
thereof, by obtaining or aiding to obtain the 
payment or allowance of any false, fictitious 
or fraudulent claim, shall be fined not more 
than $10,000 or imprisoned not more than 
ten years, or both. 

Sec. 287. False, fictitious, or fraudulent 

CLAIMS [TITLE 18, UNITED STATES CODE(. 

Whoever makes or presents to any person 
or officer in the civil, military, or naval serv¬ 
ice of the United States, or to any depart¬ 
ment or agency thereof, any claim upon or 
against the United States, or any department 
or agency thereof, knowing such claim to be 
false, fictitious, or fraudulent, shall be fined 
not more than $10,000 or Imprisoned not 
more than five years, or both. 

Sec. 1001. Statements or entries gener¬ 
ally (TITLE 18, UNITED STATES CODE(. 

Whoever, in any matter within the Juris¬ 
diction of any department or agency of the 
United States knowingly and willfully falsi¬ 
fies, conceals or covers up by any trick, 
scheme, or device a material fact, or makes 
any false, fictitious or fraudulent statements 
or representations, or makes or uses any 
false writing or document knowing the same 
to contain any false, fictitious or fraudulent 
statement or entry, shall be fined not more 
than $10,000 or imprisoned not more than 
five years, or both. 

Sec. 1621. Perjury generally (title 18, 

United STATES CODE]. 

Whoever, having taken an oath before a 
competent tribunal, officer, or person, in any 
case in which a law of the United States au¬ 
thorizes an oath to be administered, that he 
will testify, declare, depose, or certify truly, 
ov that any written testimony, declaration, 
deposition, or certificate by him subscribed, 
is true, willfully and contrary to such oath 
states or subscribes any material matter 
which he does not believe to be true, is guilty 
of perjury, and shall, except as otherwise ex¬ 
pressly provided by law, be fined not more 
than $2,000 or imprisoned not more than 
five years, or both. 

Sec. 1627. Other laws applicable. 

All provisions of law, including penalties, 
applicable with respect to the tax imposed by 
8*ctiQn 1400 shall, insofar as applicable and 
hot inconsistent with the provisions of this 
subchapter (subchapter D of chapter 9], be 
applicable with respect to the tax under this 
eubchapter. 

(Sec. 1627, as added by sec. 2 (a), Current 
Tax Payment Act 1943.] 

Sec. 1429. Rules and regulations. 

* * The Commissioner, with the ap¬ 
proval of the Secretary, shall make and pub- 
rules and regulations for the enforce- 
fiteat of this subchapter. 
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Sec. 3791. Rules and regulations. 

(a) Authorization —(1) In general. • • • 
the Commissioner, with the approval of the 
Secretary, shall prescribe and publish all 
needful rules and regulations for the en¬ 
forcement of this title (Internal Revenue 
Code]. 

(2) In case of change in law. The Com¬ 
missioner may make all such regulations, not 
otherwise provided for, as may have become 
necessary by reason of any alteration of law 
in relation to internal revenue. 

(b) Retroactivity of regulations or rul¬ 
ings. The Secretary, or the Commissioner 
with the approval of the Secretary, may pre¬ 
scribe the extent, if any, to which any rul¬ 
ing, regulation, or Treasury Decision, relat¬ 
ing to the internal revenue laws, shall be 
applied without retroactive effect. 

§ 406.814 Promulgation of regula¬ 
tions. In pursuance of sections 1429, 
1627, and 3791 of the Internal Revenue 
Code, and other provisions of the in¬ 
ternal revenue laws, the foregoing regu¬ 
lations are hereby prescribed. 

(F. R. Doc. 53-10736; Filed. Dec. 28. 1953; 
8:45 a. m.] 

TITLE 32—NATIONAL DEFENSE 

Chapter VII—Department of the 
Air Force 

Subchapter F—Reserve Forces 
Part 861— Officers' Reserve 

APPOINTMENT OF OFFICERS IN THE REGULAR 
AIR FORCE 

Sections 861.101 to 861.107 supersede 
§§ 861.101 to 861.108 <15 F. R. 3483-85): 
Sec. 

861.101 Purpose. 

861.102 Policy. 

861.103 Definitions. 

861.104 Responsibility. 

861.105 Testing and selection of applica¬ 

tions. 

861.106 Who may apply. 

861.107 Instructions. 

Authority: §§861.101 to 861.107 issued 
under sec. 502. 61 Stat. 882; 10 U. S. C. 506. 
Interpret or apply sec. 506, 61 Stat. 890; 10 
U. S. C. 506c. 

Derivation: AFR 36-5. 

§ 861.101 Purpose. Sections 861.101 
to 861.107 establish eligibility require¬ 
ments and procedure for application and 
appointment of commissioned officers in 
the Regular Air Force. It applies to all 
persons desiring consideration for such 
appointment except those persons apply¬ 
ing for appointment in the Medical Serv¬ 
ice, United States Air Force, Judge 
Advocate General’s Department, and 
cadets and midshipmen of the United 
States Military and Naval Academies 
being appointed in the Regular Air Force 
upon graduation. 

§ 861.102 Policy . The policy of the 
Air Force is to conduct an orderly and 
gradual buildup of the Regular Air 
Force toward authorized strength. This 
buildup will be accomplished primarily 
by tendering Regular Air Force appoint¬ 
ments annually to those non-Regular 
officers who have demonstrated out¬ 
standing officer qualities and ability in 
specialties particularly suited to the Air 
Force. The mission of the Air Force 
dictates that a large proportion of the 
appointees possess aeronautical ratings. 
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§ 861.103 Definitions. For the pur¬ 
pose of §§ 861.101 to 861.107, the follow¬ 
ing terms will apply: 

(a) Immediate superior . The officer 
to whom an applicant is immediately 
responsible for the performance of his 
assigned duty and who is responsible 
for the preparation of the applicant's 
AF Form 77, “USAF Officer Effectiveness 
Report”. 

<b) Organization commander . The 
commander responsible for the opera¬ 
tion and administration of the organi¬ 
zation to which the applicant is actually 
assigned. 

(c) Test control officer . The officer 
responsible for administering personnel 
research tests. 

<d) Commander of major air com- 
mand. The commander responsible for 
the operation and administration of any 
organization designated a major air 
command who reports directly to the 
Chief of Staff, United States Air Force, 
and under whose command jurisdiction 
the applicant’s organization of assign¬ 
ment falls. 

§ 861.104 Responsibility. The Direc¬ 
tor of Training, Headquarters United 
States Air Force, will: 

(a) Transmit testing authority and 
instructions. 

<b) Obtain United States Air Force 
Performance Reports-Integration Form 
(AF PRT 422a) from superior officers. 

<c) Determine the relative standing 
of applicants on the basis of performance 
reports, aptitude tests, and biographical 
inventories. 

(d) Prepare a file on applicants for 
consideration by the Secretary of the 
Air Force Personnel Council. 

(e) Notify applicants of the final de¬ 
cision on their applications. 

<f) Tender Regular Air Force ap¬ 
pointments to those persons selected and 
who are medically qualified for such 
appointments. 

§ 861.105 Testing and selection of ap¬ 
plicants. The testing and selection of 
applicants will normally be conducted 
to appoint two groups of Regular officers 
each year. 

(a) Application and testing periods. 
Applications may be submitted during 
the periods January 1 to February 28 
and July 1 to August 31 each year. Ap¬ 
plications received by the Director of 
Training, Headquarters United States 
Air Force, other than during these pe¬ 
riods will be returned without action. 
Field testing will commence 30 days after 
the opening date of each application 
period. During testing periods, which 
will be approximately 60 days in dura¬ 
tion, each applicant will complete the 
United States Air Force Officer Aptitude 
Test, Biographical Inventory and com¬ 
ply with any other pertinent instructions. 

(b) Reapplicants . An applicant who 
has been rejected for Regular Air Force 
appointment under §§ 861.101 to 861.107 
(or previous issues thereof) may reapply 
within established application periods 
one year after date of previous applica¬ 
tion provided that all eligibility require¬ 
ments are met at that time. Only one 
reapplication may be submitted. 
Waivers of this requirement will not be 
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granted. Failure to meet eligibility cri¬ 
teria is not considered as failing to be 
selected, and those previously having 
been disqualified administratively, but 
now eligible under §8 861.101 to 861.107, 
may reapply during any application 
period. 

(c) Processing and consideration . 
After field action is completed, applica¬ 
tions will be processed in Headquarters 
United States Air Force. Processing 
will include obtaining records required 
to complete applicants’ files and com¬ 
puting applicants* composite scores 
based on the results of tests and per¬ 
formance reports. Completed files on 
applicants will then be referred to the 
Secretary of the Air Force Personnel 
Council for final consideration. Appli¬ 
cants will be either selected for appoint¬ 
ment, deferred for reconsideration, or 
rejected. Only those persons considered 
to be best qualified will be selected. Due 
consideration will be given practical ex¬ 
perience. academic achievement, quali¬ 
fication in a particularly desired Air 
Force Specialty, manner of performance, 
and being graduated as a “distinguished 
graduate” from the Air Force Reserve 
Officers’ Training Corps, aviation cadet 
training or United States Air Force Of¬ 
ficer Candidate School. 

(d) Notification of appointment, de¬ 
ferral, or rejection. Applicants selected 
for appointment will be recommended to 
the President for nomination to and con¬ 
firmation by the Senate. When con¬ 
firmed, applicants will be tendered ap¬ 
pointments in the Regular Air Force in 
the grades of first or second lieutenant 
in accordance with paragraph (e) of this 
section. Concurrently, deferred and re¬ 
jected applicants will be notified of ac¬ 
tion taken on their applications. 

(e) Grade and seniority. Statutory 
limitations provide that active Federal 
commissioned service performed after 
December 31, 1947 only, not to exceed 5 
years, will be credited for the purpose of 
determining permanent grades and sen¬ 
iority. Only that service performed in 
any component of the Army or Air Force 
after obtaining the age of 21 years is 
creditable for this purpose. An officer 
credited with less than 3 years of such 
service will be appointed in the grade of 
second lieutenant. Those credited with 
3 or more years of such service will be 
appointed in the grade of first lieutenant. 
Any higher temporary grade held in the 
Air Force will not be affected by accept¬ 
ance of a Regular Air Force appointment. 

(f) Delay of appointment. To pre¬ 
vent loss of seniority among new Regular 
officers and to eliminate a delay in pro¬ 
moting Regular second lieutenants al¬ 
ready on the promotion list, the appoint¬ 
ment of all officers who are within 6 
months of becoming eligible for appoint¬ 
ment in the grade of first lieutenant. 
Regular Air Force, at time of selection 
will be deferred until the date on which 
they complete 3 years of service as de¬ 
scribed in paragraph (e) of this section. 
Officers whose appointments are tempo¬ 
rarily delayed and whose current service 
statements will expire before appoint¬ 
ment can be tendered will be permitted to 
sign indefinite service statements with 
the proviso that they will be released 
from active duty without delay in the 


event their appointment fails to mate¬ 
rialize for any reason and they express a 
desire for release in wilting. 

§ 861.106 Who may apply. Any person 
who meets the following eligibility re¬ 
quirements may apply for appointment 
in the Regular Air Force: 

(a) Current status. At time of appli¬ 
cation, an applicant must hold a valid 
appointment as a Reserve officer of the 
Air Force, and must be serving as a com¬ 
missioned officer in the active military 
service. 

(b) Prior commissioned service. At 
time of application, an applicant must 
have completed at least 18 months’ ac¬ 
tive Federal commissioned service within 
the 3-year period immediately preceding 
application. Not less than 6 months of 
this service must have been spent in the 
performance of duty other than as a 
student, in a travel status, awaiting as¬ 
signment, on leave, or other such duty 
status. Short tours of active duty of 
90 days or less may not be included in 
computing service for this purpose. 

(c) Age. On the opening date of 
period for submission of application, an 
applicant may not exceed the age of 27 
years by more than the number of years, 
months, and days (not to exceed 4 years. 
6 months) he has served on active duty 
since December 31, 1947, as a commis¬ 
sioned officer of the Army of the United 
States or the Air Force. At the time of 
appointment, a successful applicant may 
not exceed the age of 27 years by more 
than the number of years, months, and 
days (not to exceed 5 years) of active 
Federal commissioned service performed 
by him since December 31,1947, with the 
Army of the United States or the Air 
Force. The above age restriction for 
appointment in the Regular Air Force is 
established in sec. 506, 61 Stat. 890; 10 
U. S. C. 506c; therefore, waivers of the 
maximum allowable age for appointment 
in the Regular Air Force are precluded 
by law. 

(d) Citizenship . An applicant must 
be a citizen of the United States. An 
applicant who is not a citizen by birth 
must furnish a certificate by an officer, 
notary public, or other person author¬ 
ized by law to administer oaths, giving 
the following information: 

I certify that I have this date seen the 
original certificate of Citizenship Number 
-(or certified copy of court order estab¬ 
lishing citizenship) stating that_ 

(Pull 

-was admitted to United States 

name) 

Citizenship by the _Court of 

---on__ 

(District or County) (State) (Date) 
The following person was named in the cer¬ 
tificate as a minor child: __; 

(Full name) 

age-- 

Note: Facsimiles or copies, photographic or 
otherwise, will not be made of naturaliza¬ 
tion certificates under any circumstances. 
Act 25 June 1948 (62 Stat. 767; 18 U. S. C. 
1426 (h)) provides that whoever, without 
lawful authority, prints, photographs, makes 
or executes any print or Impression in the 
likeness of a certificate of arrival, declara¬ 
tion of Intention to become a citizen, or cer¬ 
tificate of naturalization or citizenship, or 
any part thereof, shall be fined not more 
than $5,000 or imprisoned not more than 
five years, or both. 


<e) Education. At time of applica¬ 
tion, an applicant must have satisfac¬ 
torily completed, or have been granted 
credit for, a minimum of 60 semester- 
hours (or 90 quarter-hours) toward a 
baccalaureate degree from a nationally 
or regionally accredited college or uni¬ 
versity or have successfully completed 
the General Educational Development 
Test (College Level). administered by the 
United States Armed Forces Institute. 
Although not required, a baccalaureate 
degree is desirable, particularly in the 
fields of engineering, the basic sciences, 
or management and its related fields. 

(1) Applicants whose credits are from 
other than a nationally or regionally a> 
credited institution will be considered as 
meeting the educational requirements 
upon presentation of evidence that their 
credits are acceptable for admission in 
at least full junior standing to a na¬ 
tionally or regionally accredited college 
or university. 

(2) The passing scores for the Gen¬ 
eral Educational Development Test 
(College Level), for the purpose of 
§§ 861.101 to 861.107 only, are: 


(1) Test I_ 61 

(li) Test H_. 70 

(ill) Test ID. 72 

(iv) Test IV.. 68 


(f) Medical. An applicant must be 
medically qualified for appointment in 
the Regular Air Force. Standard Form 
88, “Report of Medical Examination,” 
and Standard Form 89, “Report of 
Medical History,” will not be submitted 
with application. Those applicants se¬ 
lected for Regular appointment will be 
asked to undergo a medical examination 
prior to being tendered appointments. 

(g) Dependents. Male applicants are 
not restricted with regard to dependents. 
However, a female applicant who has any 
legal or other responsibility for the cus¬ 
tody, control, care, maintenance, or sup¬ 
port of a dependent under 18 years of 
age may not be appointed a Regular Air 
Force officer. A woman having a step¬ 
child or foster child under 18 years of 
age and such child is within her house¬ 
hold for a period of more than 30 days 
each year or who otherwise stands in re¬ 
lationship of parent to such child may 
not be appointed. 

§ 861.107 Instructions —(a) Applicant. 
Any person who is eligible under 
§ 861.106, may be considered for Regular 
appointment by complying with these 
instructions. Failure to comply with 
subparagraph (1) of this paragraph in 
all respects will preclude an applicant 
from being considered for appointment. 

(1) Submitting application. Proper 
application must be submitted during 
the periods indicated in § 861.105 (a) 
to the applicant’s immediate superior. 
A proper application consits of the fol¬ 
lowing documents: 

(i) AF Form 17, “Application for 
Commission in the United States Air 
Force” completed in duplicate. 

(ii) Originals or photostatic copies of 
properly authenticated transcripts of all 
college credits or the military test report 
from United States Air Force Institute 
indicating scores attained in the General 
Educational Development Test (College 
Level). An applicant reapplying, who 
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has submitted transcripts or a General 
Educational Development Test report 
with a previous application under 
§§ 861.101 to 861.107. may attach a state¬ 
ment to that effect giving date of previous 
application. 

(iii) One copy of DD Form 98. “Loyalty 
Certificate for Personnel of the Armed 
Forces” and one copy of DD Form 98a. 
“Consolidated List of Organizations Des¬ 
ignated by the Attorney General on 
October 30. 1950, pursuant to Executive 
Order 9835.” 

(iv) Certificate from an officer veri¬ 
fying citizenship by naturalization as re¬ 
quired by § 861.106 (d), if applicable. 

(2) Completing AF Form 17 . For the 
purpose of §§ 861.101 to 861.107. instruc¬ 
tions on AF Form 17, August 23, 1949, 
are revised and supplemented as follows: 

<i> Item 11, section /. Below the 
heading “Other Schools,” enter all mili¬ 
tary schools attended by the applicant 
and indicate the period of attendance, 
title of course, whether successfully com¬ 
pleted. and final grade or class stand¬ 
ing if known. 

01) Item 17, section /. Enter all sup¬ 
plementary schooling completed by the 
applicant or in process such as exten¬ 
sion or correspondence courses, examina¬ 
tions for credit, or home study without 
supervision and indicate type of study, 
titles of courses, and credit granted or 
expected to be granted. 

<iii> Item 11, section II. If the appli¬ 
cant holds an aeronautical rating, indi¬ 
cate whether currently or flying status. 
If the applicant holds an aeronautical 
rating and is not on flying status, give 
reasons therefor. 

(iv) Item 12, section II. Enter names 
and other required information of all 
immediate superior officers under whom 
the applicant has served directly as a 
commissioned officer for periods of 90 
days or more during the 3-year period 
immediately preceding application, ex¬ 
cept the immediate superior to whom 
application is submitted. 

(v) item 13, section II. Enter names 
and other required information of su¬ 
perior officers (other than those listed 
in item 12) who have either exercised 
supervision over the applicant or have 
closely observed the applicant in the 
performance of duty for a period of 90 
or more days during the 3-year period 
immediately preceding application. 

*3) Service statement. The service 
statement of the person to include date 
of expiration will be indicated in para¬ 
graph 14. section II. of AF Form IT. 
dated August 23, 1949, or the remarks 
Paragraph of AF Form 17, dated Sep¬ 
tember 1. 1952. Persons who submit 
valid applications and are subsequently 
relieved from active duty will be consid- 
ered for Regular commissions. Appli¬ 
cants in this category who are selected 
vill he tendered appointments provided 
that they are medically qualified and do 
£ot exceed the maximum statutory age 
t°r initial appointment as specified in 
5 861.106 (c). 

( 4> Change of address. The military 
address furnished on the AF Form 17 
. 1 be used for the purpose of contact¬ 
ing an applicant with regard to his ap¬ 
plication, The applicant will give 
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immediate notice to the Director of 
Training, Headquarters United States 
Air Force, Attention: Personnel Pro¬ 
curement Division, Washington 25, D. C., 
of any change of address, permanent or 
temporary (if for 15 days or more), be¬ 
tween submission of application and 
notification of final action. If such a 
change of address occurs prior to. com¬ 
pletion of field testing, notification will 
be made by electrical means. 

(5) Reporting for testing. An appli¬ 
cant will report for testing at the desig¬ 
nated time and place or make prior 
arrangements satisfactory to the appro¬ 
priate base commander. Applicants who 
have been scheduled for testing and who 
proceed on temporary duty, permanent 
change of station, or leave prior to being 
tested, will report to the nearest base 
with testing facilities to be scheduled 
for testing. To be tested, such appli¬ 
cants must present copy of letter from 
Headquarters United States Air Force 
acknowledging receipt of application and 
containing authority for being tested to 
any commander of a base where testing 
facilities are available. 

(6) Replying to communications. 
Applicants who do not promptly reply 
to and/or comply with all communica¬ 
tions and instructions regarding their 
applications and testing will be consid¬ 
ered as being no longer interested in a 
Regular commission and their applica¬ 
tions may be abandoned by Headquar¬ 
ters United States Air Force. 

(7) Comprising test questions. Ap¬ 
plicants are directed not to discuss the 
contents of the United States Air Force 
Officer Aptitude Test after its comple¬ 
tion. Since officers are selected for Reg¬ 
ular appointments on a competitive 
basis, any applicants who have advance 
information concerning test questions 
will be at a decided advantage over all 
other applicants. 

(8) Distinguished graduates of Air 
Force Reserve Officers? Training Corps, 
Aviation Cadet Training, or United 
States Air Force Officer Candidate 
School. An applicant who has been des¬ 
ignated a “distinguished graduate” 
should attach a copy of the letter of des¬ 
ignation to his application to insure that 
special consideration is given for such 
achievement. 

(b) Immediate superior. The imme¬ 
diate superior will review the applica¬ 
tion for completeness and correctness 
and forward the application within 3 
working days of receipt to the applicant’s 
organization commander. The forward¬ 
ing indorsement will contain a statement 
regarding the applicant’s suitability for 
appointment in the Regular Air Force. 
The officer evaluation report referred to 
on AF Form 17 will not be prepared by 
the immediate superior at time applica¬ 
tion is indorsed to the organization com¬ 
mander. 

(c) Organization commander. After 
receipt of the application, the organiza¬ 
tion commander will: 

(1) Determine if applicant meets the 
eligibility requirements for applying, and 
if application has been supported with 
the necessary documents. Sections 
861.106 and 861.107 (a) (1) will be used 
as a checklist for this purpose. 
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(2) Return incomplete applications by 
indorsement directly to the applicant 
with reasons therefor. Information 
copies of all indorsements returning ap¬ 
plications will be furnished the Director 
of Training, Headquarters United States 
Air Force. Attention: Personnel Procure¬ 
ment Division, Washington 25, D. C. 

(3) Indorse complete applications with 
a statement to the effect that the ap¬ 
plicant’s records have been examined 
carefully, the applicant is eligible under 
§§861.101 to 861.107, the application is 
complete, and nothing was found in the 
applicant’s file of a sufficient derogatory 
nature to preclude further consideration 
of the application. 

(4) Furnish sufficient explanation of 
the circumstances in the event of deroga¬ 
tory information or questionable findings. 

(5) Indorse completed applications 
direct to the Director of Training, Head¬ 
quarters United States Air Force, Atten¬ 
tion: Personnel Procurement Division, 
Washington 25. D. C. Applications from 
organizations located overseas will be 
forwarded by airmail. 

(6) Advise the Director of Training, 
Headquarters United States Air Force, 
Attention: Personnel Procurement Divi¬ 
sion, Washington 25, D. C„ if, between 
date of application and final action by 
Headquarters United States Air Force, 
any matter comes to his attention with 
regard to an applicant under his com¬ 
mand which would materially affect 
(favorably or unfavorably) the appli¬ 
cant’s qualifications for Regular Air 
Force appointment. Such communica¬ 
tions will be classified appropriately. 

(7) Upon receipt of notification of 
testing appointment for any member of 
his organization, issue necessary instruc¬ 
tions directing travel where necessary 
and specifying time and place applicant 
must report for testing. If the applicant 
will not be available at the specified time, 
advise the base commander responsible 
for testing that it is not feasible for ap¬ 
plicant to report and request that 
another date and/or testing point be 
designated. 

(d) Commander of major air com¬ 
mand. The commander of each major 
air command will monitor and coordinate 
the testing of applicants by base com¬ 
manders and determine the appropriate 
base for testing. 

(1) Testing authority. Authority to 
test applicants will be forwarded by the 
Director of Training, Headquarters 
United States Air Force, directly to the 
commander of the major air command 
or on occasion directly to the appropri¬ 
ate base commanders. Persons will be 
tested only upon receipt of this specific 
authority or upon presentation by appli¬ 
cants of acknowledgement letters from 
Headquarters United States Air Force 
indicating receipt Of their applications. 
Testing authority will be transmitted 
either by letter or electrical communica¬ 
tion. Upon receipt of testing authority, 
the commander of the major air com¬ 
mand will relay instructions for testing 
to his base commanders for completion 
of testing. 

(2) Inability to accomplish testing. 
Upon notification by a base commander 
that testing cannot be accomplished. 
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the commander of the major air com¬ 
mand will take the following action by 
electrical means: 

(1) If testing cannot be accomplished 
because applicant is located in an area 
normally serviced by another base but 
still under the jurisdiction of the same 
major air command, testing authority 
will be transferred to the appropriate 
base. This authority may be delegated 
to base commanders for automatic 
implementation. 

(ii) If the applicant is located out¬ 
side the geographical jurisdiction of the 
major air command, testing authority 
will be transferred to the appropriate 
major air command for action. Infor¬ 
mation copies Of all communications 
either written or electrical transferring 
testing authority between major air 
commands will be furnished to the Di¬ 
rector of Training, Headquarters United 
States Air Force, Attention: Personnel 
Procurement Division, Washington 25, 
D. C. 

(iii) If a base commander is unable 
to accomplish testing for reasons other 
than the applicant’s absence from the 
base area, the commander of the major 
air command will make every effort to 
resolve the problem and arrange for test¬ 
ing. If a solution does not appear fea¬ 
sible. the commander of the major air 
command will promptly advise the Direc¬ 
tor of Training, Headquarters United 
States Air Force, Attention: Personnel 
Procurement Division, Washington 25, 
D. C., with a brief statement of the cir¬ 
cumstances. 

<e) Base commander. Immediately 
upon receipt of testing authority from 
Headquarters United States Air Force 
or a major air command, or upon pres¬ 
entation by an applicant of a letter from 
Headquarters United States Air Force 
acknowledging receipt of his application, 
base commanders will make arrange¬ 
ments to test applicants. Applicants will 
be scheduled for testing during one of 
the testing periods set forth in § 861.105 

(a). Priority will be given to appli¬ 
cants who may be under orders for 
change of station or who are not in the 
active military service. In conjunction 
with their notifications, applicants will 
be advised regarding any documents or 
records which they may be required to 
furnish for completion of their applica¬ 
tion. In order to test applicants, base 
commanders will: 

(1 > Request organization commanders 
of applicants on active duty to issue 
necessary instructions, directing travel 
where necessary, and specifying the time 
and place of testing. 

(2) Furnish written notification to 
applicants who are not in the active mili¬ 
tary service, specifying the time and 
place for testing and informing them 
that cost of travel, quarters, and sub¬ 
sistence will be at no expense to the 
Government. Every effort will be made 
to schedule such applicants at times con¬ 
venient to them. 

(3) Give applicants upon arrival for 
testing a brief orientation to consist of: 

(i) A brief welcome, an explanation of 
how applicants will be scheduled and 
rules of the testing center, including a 
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description of messing, billeting, and 
other facilities. 

(ii) Direction not to discuss test ques¬ 
tions with any other applicants for the 
reason stated in § 861.107 (a) (7). 

(4) If the responsible test control offi¬ 
cer is an applicant for a Regular Air 
Force commission, appoint a Regular Air 
Force officer to administer the test to the 
test control officer. 

[seal] K. E. Thiebaud, 

Colonel, U. S. Air Force , 

Air Adjutant General . 

[F. R. Doc. 53-10734; Filed, Dec. 28, 1953; 
8:45 a. m.J 


Part 861— Officers’ Reserve 

SHORT AND SPECIAL TOURS OF ACTIVE DUTY 

1. Sections 861.1151 to 861.1166 super¬ 
sede §§861.1151 to 861.1177 (16 F. R. 
165-167; 32 CFR 861.1151-861.1177) 

SHORT AND SPECIAL TOURS OP ACTIVE DUTY 

Sec. 

861.1151 Purpose. 

861.1152 Policy. 

861.1153 Definitions. 

861.1154 Duration of tours. 

861.1155 Place of duty. 

861.1156 Eligibility for training. 

861.1157 Employees of the United States 

Government or District of Co¬ 
lumbia. 

861.1158 Application. 

861.1159 Medical examination. 

861.1160 Waivers of medical defects. 

861.1161 Reservists medically disqualified. 

861.1162 Travel. 

861.1163 Leave. 

861.1164 Supply. 

861.1165 Special tours for medical and 

dental officers. 

861.1166 Letter of application and medical 

certificate forms. 

Authority: §§861.1151 to 861.1166 Issued 
under R. 8. 161; sec. 202, 61 Stat. 500 as 
amended; 5 U. S. C. 22, 171a. Interpret or 
apply secs. 32, 41 Stat. 776 as amended; 35 
Stat. 780, 40 Stat. 72 as amended; 10 U. S. C. 
361. 369, 371, 371b, 422, 426, 427. 

Derivation : AFR 35-76. 

§861.1151 Purpose. Sections 861.1151 
to 861.1166 establish the qualifications of 
officers (other than general officers) and 
airmen of the Air Force Reserve who may 
be ordered to short or special tours of 
active duty for the purpose of indivdual 
training, training with units, attendance 
at schools, or for the convenience of the 
Government. Sections 861.1151 to 861.- 
1166 also set forth the procedure whereby 
doctors of medicine and dentistry who 
are Air Force Reserve Forces officers may 
be ordered to special tours of active duty 
to fill vancancies in Air Force base med¬ 
ical activities in the immediate vicinity 
of their residences. 

§ 861.1152 Policy . To accrue maxi¬ 
mum benefit to the Air Force Reserve, 
eligible individuals may be authorized 
active duty for training purposes as out¬ 
lined in §§861.1151 to 861.1166. 

§ 861.1153 Definitions. For the pur¬ 
pose of §§861.1151 to 861.1166 the fol¬ 
lowing definitions will apply: 

(a) Short tour. A tour of active duty 
for training for the purpose of main¬ 
taining individual or unit proficiency. 


(b) Special tour . A tour of active 
duty for training for the convenience of 
the Government for which the Reservist 
must have volunteered. Special tours 
of active duty for Reserve program i pro¬ 
jects must be for the accomplishment of 
projects relating solely to the Reserve 
programs and must benefit the Air Force 
Reserve. Requests for approval of such 
tours must be justified in detail to Head¬ 
quarters United States Air Force. These 
tours will be granted only if the duties to 
be performed are beyond the normal 
responsibility of the Regular Air Force 
to the Air Force Reserve. Special tours 
of active duty training may be author¬ 
ized for but not limited to the following 
purposes: 

(1) Advance party support for the 
operation of unit active duty training 
bases when the units concerned train 
at bases other than their home bases. 

(2) Air Force Reserve members of 
local committees on Air Force Reserve 
policy may be ordered to special tours 
of active duty for the purpose of attend¬ 
ing committee meetings, by the Conti¬ 
nental Air Command without prior ap¬ 
proval of Headquarters United States Air 
Force. 

(c) Tour for school training. A tour 
of active duty for training to attend ac¬ 
credited service schools conducted by the 
Air University, the Air Training Com¬ 
mand, and joint service schools. 

§ 861.1154 Duration of tours—(a) 
Short tours. Short tours will be of 15 
consecutive days’ duration, including 
travel time. A Reservist may not receive 
more than one short tour of active duty 
in any fiscal year. 

(b) Special tours. Special tours may 
not be of more than 90 days' duration, 
including traveltime. A Reservist may 
not serve on special tours more than a 
total of 90 days in any fiscal year. These 
tours will be approved only by Headquar¬ 
ters United States Air Force and must be 
justified as specified in § 861.1153 <b). 

(c) Attendance at schools. Normally, 
Reservists will be ordered to tours for 
school training for a period not to ex¬ 
ceed 90 consecutive days, including 
travel time. However, because of travel- 
time involved and variance in the dura¬ 
tion of courses, Reservists may be 
authorized active duty of sufficient dura¬ 
tion, including traveltime, to complete 
the courses they are selected to attend. 

(d) Active duty training without pay. 
Active duty training without pay is not 
authorized. 

§ 861.1155 Place of duty. All Reserv¬ 
ists ordered to short or special tours of 
active duty will perform the duty at the 
place to which assigned, unless other¬ 
wise ordered. 

§ 861.1156 Eligibility for training — 
(a) Reservists assigned to program ele¬ 
ments in Training Categories A, B and 
C. Reservists assigned to program ele¬ 
ments in Training Categories A. B, and C 
(see §§ 861.1 to 861.13) are authorized a 
15-day short tour annually. 

(b) Reservists assigned to program 
elements in Training Category D. Re¬ 
servists assigned to program elements in 
Training Category D (see §§ 861.1 to 86L 
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13) are eligible for 15-day short tours, 
contingent upon the availability of funds. 
When funds are made available, such 
persons will be given priority for short 
tours in the order of their awarded 
Availability Classification Codes. Those 
persons most readily available for active 
military service will be given the higher 
priority. 

(c) Ineligible reservists. The follow¬ 
ing members of the Air Force Reserve 
are ineligible for 15-day short tours, 
special tours, or tours for school train¬ 
ing, except those Reservists listed in sub- 
paragraph (1) of this paragraph who 
are eligible for special tours and tours 
for school training. 

(1) Nonafflliated Reservists of the 
Ready and Standby Reserve (Training 
Category F). 

(2) Ineligible Reservists of the Ready 
and Standby Reserve (Training Cate¬ 
gory G). 

(3) Reservists on the Inactive Status 
List of the Standby Reserve. 

(4) Reservists who are drawing a pen¬ 
sion. disability allowance, disability com¬ 
pensation. retired pay, or retirement pay, 
and who have not waived such entitle¬ 
ments. (Such a waiver will be executed 
in accordance with § 861.1158 (a) (4). 

(5) Reservists retired without pay. 

(6) Officers of the Air Force Reserve 
currently serving in warrant or enlisted 
status in the Air Force. 

(7) Reservists whose appointment or 
enlistment will expire prior to the com¬ 
pletion of a tour of duty. 

§ 861.1157 Employees of the United 
States Government or District of Colum¬ 
bia. (a) A Reservist who is a full-time 
employee of the Federal Government will 
not be ordered to active duty training to 
perform duties in the same position he 
occupies as a civilian employee. 

<b) Members of the Air Force Reserve 
who are granted annual leave upon ex¬ 
piration of the 15 days' military leave 
which is authorized by law, for the pur¬ 
pose of performing further military duty, 
are entitled to receive the compensation 
of their civilian position for the period of 
such annual leave in addition to the pay 
and allowances authorized for the mili¬ 
tary duty without regard to dual com¬ 
pensation laws. 

§ 861.1158 Application —(a) Short 
tours or tours for school training. Each 
Reservist desiring a 15-day short tour 
or a tour for school training will submit 
a letter application, in duplicate, using 
§861.1166 (a) as a guide. The appli¬ 
cation must be complete to include med¬ 
ical examination in accordance with 
§ 861 . 1159 , if required, and will be sub¬ 
mitted to the unit of assignment in suffi¬ 
cient time to insure its receipt not later 
than 30 days prior to the expected ef¬ 
fective date of active duty. 

<1) Reservists assigned to mobiliza- 
tlon positions. Reservists assigned in 
a mobilization assignment or mobiliza¬ 
tion designation w r ill forward their ap¬ 
plications to the activity to which they 
we assigned. 

(2) Reservists assigned to ready re- 
serve units. Reservists assigned to Air 
Force Reserve combat, combat support, 
or flying training wings are not required 


to submit short tour applications for 
wing encampments. Applications for 
individual short tours or tours for school 
training will be submitted through the 
unit of assignment. 

(3) Reservists assigned to Air Force 
Reserve specialist training or Volunteer 
Air Reserve training units. Reservists 
assigned to Air Force Reserve specialist 
training or Volunteer Air Reserve train¬ 
ing units will submit applications 
through channels to the appropriate 
Continental Air Command numbered 
air force headquarters. 

(4) Reservists who are drawing pen¬ 
sions, disability alloioance, etc. Re¬ 
servists who are drawing pensions, dis¬ 
ability allowance, disability compensa¬ 
tion, retired pay, or retirement pay 
must waive such entitlements prior to 
entry on active duty. 

(b) Special tours. Justification for 
special tours will be forwarded by the 
unit concerned, through channels, to 
Headquarters United States Air Force as 
prescribed in § 861.1153 (b). Applica¬ 
tion of the person concerned will be 
included. 

§ 861.1159 Medical examination —(a) 
Medical requirements. All applicants 
for active duty must be medically quali¬ 
fied for active military service and must 
meet the appropriate medical require¬ 
ments. Rated personnel on flying status 
w r ill receive a medical examination for 
flying. Other personnel will receive the 
standard medical examination, if re¬ 
quired. 

(b) For tours not in excess of 30 days. 
Reservists selected for tours of active 
duty for periods not in excess of 30 days 
will be ordered to active duty without 
prior medical examination, except as 
provided in paragraph (d). of this 
section. 

(c) For tours in excess of 30 days. 
Reservists applying for tours of active 
duty for periods in excess of 30 days will 
be required to undergo a medical exam¬ 
ination without expense to the Govern¬ 
ment for travel or pay. Medical 
examinations accomplished not more 
than 90 days and normally not less than 
45 days prior to the expected date of 
entry on active duty are acceptable. 
Examinations may be performed at the 
military installations nearest the Re¬ 
servist’s place of residence having the 
medical facilities to accomplish such 
examinations. 

(d) Action to be taken upon reporting. 
Upon reporting, for active duty, each 
Reservist, if he considers himself quali¬ 
fied for full military duty, w’ill execute, 
in duplicate a certificate as shown in 
§ 861.1166 (b) (1). If he does not con¬ 
sider himself so qualified and, therefore, 
cannot conscientiously execute the cer¬ 
tificate, he will be ordered by the com¬ 
mander of the base at which the training 
is to be accomplished to submit to a 
medical examination. In any event, if a 
Reservist, upon reporting for active duty, 
possesses an obvious physical disability, 
is ill, has been injured in any way since 
last taking a medical examination, or is 
drawing a pension, disability allowance, 
or disability compensation, he must sub¬ 
mit to a medical examination. 


(e) Action to be taken upon relief . 
Upon relief from active duty, each Re¬ 
servist will execute a certificate as shown 
in § 861.1166 <b) (2). However, if the 
Reservist believes that his physical con¬ 
dition has materially changed during his 
active duty tour or if he is suffering from 
any disability or defect that was not 
present at the beginning of his tour, he 
will be ordered by the commander of his 
training base to submit to a medical 
examination. If this examination is 
made, particular attention will be given 
to recording the defects or conditions 
which have arisen during his tour of duty 
as they may form the basis of a claim 
against the Government. 

(f) Inapplicable portions of standard 
medical examination. Wherever fea¬ 
sible, the complete standard medical ex¬ 
amination will be accomplished. The 
following portions may be omitted when 
not clinically indicated: Serology, chest 
X-ray, electrocardiogram, audiogram, 
microscopic urinalysis, lens correction, 
and pelvic examination for female per¬ 
sonnel 

(g) Injury, disease, death, or hospital¬ 
ization. Appropriate Air Force regula¬ 
tions will apply in the event of injury, 
disease, death, or hospitalization. 

§ 861.1160 Waivers of medical de¬ 
fects —(a) Authority to approve. Com¬ 
manders are authorized to approve 
waivers of medicai defects if a Reservist 
is found to be below the prescribed med¬ 
ical standards for general service, as out¬ 
lined in applicable regulations. Due 
consideration will be given to granting 
waivers for medical defects which, in the 
opinion of the reviewing authority: 

(1) Are static in nature. 

(2) Are not subject to complication or 
aggravation by reason of military duty. 

(3) Will not interfere with the satis¬ 
factory performance of full military 
duty. 

(4) Will not involve hospitalization 
and/or time lost from duty. 

(5) For rated personnel, will not, in 
any way. compromise performance of 
unlimited flying duty, flying safety, or 
the person’s own well-being. 

(b) Personnel presenting questionable 
defects. In the event a person presents 
a defect which, in the opinion of the re¬ 
viewing authority, is questionable in na¬ 
ture with regard to criteria outlined in 
paragraph (a) of this section, the case 
may be forwarded to the next higher 
headquarters for action. 

§ 861.1161 Reservists medically dis¬ 
qualified —(a) Relief from active duty 
when medically disqualified. Reservists 
on active duty who undergo a medical 
examination and who are found medi¬ 
cally disqualified will be relieved from 
active duty by the commander of the 
base where the medical examination is 
taken, if waiver of medical defect is not 
approved by the reviewing authority. 
Notice to this effect will be furnished the 
commander who ordered the Reservist 
to active duty. 

(b) Administrative action required . 
Upon receipt of notice of medical dis¬ 
qualification, the command of assign¬ 
ment will determine whether the person 
desires placement in the Ineligible Re- 
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serve Section or in the Retired Reserve, 
as appropriate, under §§861.1 to 861.13. 
If the person is ineligible for or does not 
desire placement in the Ineligible Re¬ 
serve Section or in the Retired Reserve, 
separation action will be taken. 

§ 861.1162 Travel —(a) Less than 90 
days. For active duty tours of less than 
90 consecutive days, travel by military 
conveyance, commercial transportation, 
or privately owned conveyance is author¬ 
ized. When travel is performed by mili¬ 
tary or commercial transportation, the 
active duty and travcltime allowable will 
be computed on the basis of the time 
actually and necessarily consumed in 
traveling. If travel is performed by 
privately owned conveyance, the travel¬ 
time and the active duty time allowable 
will be the constructive traveltime of 
commercial transportation over the 
shortest usually traveled route. Mode 
of travel may be directed, however, if 
privately owned conveyance is used in 
place of available military transporta¬ 
tion or in place of a directed mode of 
transportation, the travel time and the 
active duty time allowable will not exceed 
the constructive traveltime of such avail¬ 
able or directed mode of transportation. 

(b) Afore than 90 days. For tours for 
school training only, travel by military 
conveyance, commercial transportation, 
or privately owned conveyance is author¬ 
ized for active duty tours of 90 or more 
consecutive days. When travel is per¬ 
formed by military or commercial trans¬ 
portation, the active duty time and 
traveltime allowable will be computed 
on the basis of the time actually and 
necessarily consumed in traveling. 
When travel is performed by privately 
owned conveyance, the active duty time 
and the travel time allowable will be 
computed on the basis of 1 day for each 
300 miles traveled. One day of travel¬ 
time will also be allowed for each frac¬ 
tion of 300 miles in excess of 150 miles. 

(c) Distance . The distance traveled 
will be computed on the basis of the 
shortest usually traveled route as pre¬ 
scribed by current directives. Travel 
allowances will be as prescribed in cur¬ 
rent directives. 

§ 861.1163 Leave. Reservists ordered 
to active duty for 30 days or more are 
authorized leave as indicated in current 
directives. Orders for active duty train¬ 
ing will not prescribe that leave be taken 
within the tour of duty. Instructions 
issued to Reservists who are ordered to 
active duty training for 30 days or more 
will include information regarding cash 
settlement for unused leave credit at the 
termination of the tour. 

§ 861.1164 Supply. Necessary cloth¬ 
ing and individual equipment for en¬ 
listed Reservists will be furnished as pre¬ 
scribed in current directives. 

§ 861.1165 Special tours of active 
duty for medical and dental officers —(a) 
Intermittent service. Where the vacan¬ 
cy and need exist, arrangements may be 
made at base level for intermittent serv¬ 
ice, for example, on a certain day or on 
certain days of each week, such arrange¬ 
ments being adaptable to the require¬ 
ments of the individual’s civilian prac¬ 


tice as well as the requirements of the 
Air Force. 

(b) Eligibility. All Air National 
Guard of the United States medical and 
dental officers and Air Force Reserve 
medical and dental officers of the Ready 
and Standby Reserve assigned to pro¬ 
gram elements of Training Categories A 
through F are eligible for consideration 
for participation in this program. Those 
persons desiring to participate in this 
program who are not so commissioned 
may apply for appointment as a Reserve 
officer of the Air Force under existing 
regulations. 

<c) Grade. Officers selected for duty 
under this section will be ordered to duty 
in the grade in which currently com¬ 
missioned in the Air Force Reserve or the 
Air National Guard of the United States. 

(d) Limitations —(1) Existing vacan¬ 
cies. An officer will be placed on active 
duty under this section only to fill an 
actual requirement within the total med¬ 
ical or dental authorizations for the 
medical activity concerned. 

(2) Length of tours. An individual 
tour of duty will not exceed 29 consecu¬ 
tive days in any instance. The cumu¬ 
lative total will not exceed 90 days in any 
one fiscal year. 

(3) Travel. Travel allowances will be 
authorized as prescribed by current di¬ 
rectives. Reimbursement for transporta¬ 
tion of dependents and movement of 
household goods is not authorized. Mile¬ 
age allowances will not be paid to medical 
officers who live in the same city or sur¬ 
rounding community in which the air in¬ 
stallation is located. 

(4) Leave. Individuals ordered to ac¬ 
tive duty under this section will not be 
granted leave or paid compensation in 
lieu thereof. 

(e) Application procedure. (1) Inter¬ 
ested Air Force Reserve medical or dental 
officers will submit typed letter applica¬ 
tions, in duplicate (using § 861.1166 (a) 
as a guide), requesting duty, to the com¬ 
mander of the Air Force base at which 
the duty is desired. The actual dates the 
applicant will be available for duty will 
be indicated in the remarks section. The 
commander of the base will determine 
the need for the Reservist’s services and 
indorse the application for approval to 
the commander of the active establish¬ 
ment organization maintaining the Re¬ 
servist’s field personnel records or return 
the application to the individual, as 
appropriate. 

(2) Interested Air National Guard of 
the United States medical and dental 
officers will submit typed letter applica¬ 
tions, in duplicate (using § 861.1166 (a) 
as a guide), indicating in the remarks 
section, the actual dates the applicant 
will be available for duty. The applica¬ 
tion will be submitted through the Air 
National Guard organization of assign¬ 
ment to the commander of the Air Force 
base at which the duty is desired. The 
base commander will determine the need 
for the individual’s services and forward 
the application to the appropriate State 
Adjutant General, or return it through 
channels to the individual, as appropri¬ 
ate. (All references in §§ 861.1151 to 
861.1166 to the State Adjutant General 
apply equally to the Adjutant General of 


the several Territories and the Com¬ 
manding General of the District of Co¬ 
lumbia.) The State Adjutant General 
will verify the applicant’s status and re¬ 
turn the application to the base com¬ 
mander indicating his approval or 
disapproval. 

(f) Medical qualifications. Medical 
qualification will be determined under 
§ 861.1159. 

(g) Issuance of orders. (1) Orders 
for special tours of active duty may be 
issued by the commander of the base at 
which duty is desired, provided that such 
orders have been authorized by the com¬ 
mander of the active establishment or¬ 
ganization required to maintain the 
applicant’s field personnel records. 

(2) Officers of the Air National Guard 
of the United States participating in 
this program will be ordered to active 
duty by the commander of the base at 
which duty is desired upon receipt of 
the approved application from the ap¬ 
propriate State Adjutant General. 

§ 861.1166 Letter of application and 
medical certificate forms —(a) Applica¬ 
tion for active duty. 

(Grade) (Name) (AFSN) 
(Street Address) 
(City and State) 
(Date) 

Subject: Short Tour of Active Duty. 

To: (Appropriate Command). 

1. Request that I be placed on active duty, 

effective_for the purpose of train- 

lng/school training.* 

2. The following Information is furnished 
to assist you in processing this application: 

a. Name, grade and AFSN. 

b. Permanent residence address. 

c. Current home address or mailing address 
(if different from b above). 

d. Aeronautical rating. 

e. Flying status. 

f. Service for longevity (to closest number 
of years). 

g. Race. 

h. Primary AFSC: __.... Additional 

AFSC’s: .. 

i. Date of last period of extended active 

duty, active duty training, or school train¬ 
ing __ Authority for the active 

duty:_ 

J. Current Reserve assignment:.. 

per__ 

k. I (am) (am not) • drayring a pension, 
disability allowance, disability compensation, 
retired pay, or retirement pay from the 
United States Government. 

l. Remarks:__ 


(Signature) 

• 8trlke out words not applicable. 

•• Whichever is the later. 

(b) Medical certificates —(1) Medical 
certificate No. 1. 


(Date) 

I certify that I now consider myself sound 
and well and physically qualified for military 
duty; that I was considered physically quali¬ 
fied for military service at the time of ac¬ 
complishment of my last physical examina¬ 
tion on or about_at- 

(Date) 

-; and that to the best of my 

(Place) 

knowledge and belief. I do not have any 
physical defects or conditions, except ns 
noted below, which would preclude the per¬ 
formance of full military duty. 

(Signed) __ 
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(2) Medical certificate No. 2. 


(Date) 

I certify that during the period of active 

duty training from-to- 

_there has been no change In my 

physical condition and that I am not suf¬ 
fering any disability, defect, or illness which 
was not present at the beginning of the tour 
of duty. 

(Signed) —...— 

2. Sections 861.1201 to 861.1210. Ply¬ 
ing Training in Grade, are revoked. 

(R S. 161; sec. 202. 61 Stat. 500 as amended; 
5 U. S. C. 22, 171a.) 

Tseal] K. E. Thiebaud, 

Colonel, U. S. Air Force , 

Air Adjutant General. 

(P. R. Doc. 53-10733: Filed, Dec. 28. 1953; 
8:45 a. m.J 


Part 864— Enlisted Reserve 

Cross Reference: For regulations ap¬ 
plicable to airmen of the Air Force Re¬ 
serve with respect to short or special 
tours of active duty for the purpose of 
individual training with units, attend¬ 
ance at school, or for the convenience of 
the Government, see §§861.1151 to 
861.1166 of this chapter, supra. 


TITLE 46—SHIPPING 

Chapter II—Federal Maritime Board, 
Maritime Administration, Depart¬ 
ment of Commerce 

Miscellaneous Amendments to 
Chapter 

The following amendments are made 
to Chapter II, of Title 46: 

Subchapter B—Regulations Affecting Maritime 
Carriers and Related Activities 

Part 222— Statements and Agreements 
Required to be Filed 

1. General Order 9 (§ 222.1; 2 F. R. 
1240) is amended by striking out the 
word ‘•Commission”, wherever it appears 
therein, and by inserting in lieu thereof 
“Federal Maritime Board and Maritime 
Administrator, Department of Com¬ 
merce”. 

2. United States Shipping Board Or¬ 
der. September 1, 1927 (§§ 222.11 to 
222.16. inclusive), is amended— 

a. By striking out “U. S. Maritime 
Commission”, wherever it appears 
therein, and inserting in lieu thereof 
“Federal Maritime Board”, 

b. By striking out “Division of Regu¬ 
lations” and inserting in lieu thereof 
“Regulation Office”, 

c. By striking out “Commission's”, 
wherever it appears therein, and insert¬ 
ing in lieu thereof “Board’s”, and 

d. By striking out “Commission”, 
wherever it appears therein, and insert¬ 
ing in lieu thereof “Board”, 


Part 226— Free Time and Demurrage 
Charges on Import Property Appli¬ 
cable to All Common Carriers by 
Water 

1. General Order 69, as amended by 
Amendment 1 (§ 226.1 (b), (d),and (e); 
14 F. R. 2044, 13 F. R. 6538). is amended 
by striking out “Commission”, wherever 
it appears therein, and inserting in Ueu 
thereof “Board”. 


Part 231— Publication, Posting and Fil¬ 
ing of Freight and Passenger Rates, 

Fares, and Charges 

1. Tariff Circular 3, February 17. 1948 
(§§231.0 to 231.23; 13 F. R. 709, is 
amended: 

a. By striking out, wherever it occurs 
therein, “Commission” and inserting in 
lieu thereof “Board”, 

b. By striking out, wherever they occur 
therein, the terms “United States Mari¬ 
time Commission” and “U. S. Maritime 
Commission” and inserting in lieu 
thereof “Federal Maritime Board”, 

c. By striking out “United States Mari¬ 
time Commission's”, wherever it occurs 
therein, and inserting in lieu thereof 
“Federal Maritime Board’s”, 

d. By striking out the term “USMC”, 
wherever it occurs therein, and inserting 
in lieu thereof the term “FMB”, and 

e. By striking out “Division of Regula¬ 
tion”, and inserting in lieu thereof 
“Regulation Office”. 


Part 235— Schedules of Common Car¬ 
riers by Water in Foreign Commerce 

1. Order 128, Department of Com¬ 
merce, July 12, 1935 (§ 235.1), is 

amended by striking out “Commission”, 
wherever it appears, and inserting in lieu 
thereof “Federal Maritime Board”. 


Part 237— Repairs to Vessels Under 
Bareboat Charter 

1. General Order 51 (§§ 237.1 to 237.3; 
7 F. R. 910) is amended by striking out 
“Commission”, wherever it appears 
therein, and inserting in lieu thereof 
“Maritime Administration”. 


Part 243— Commercial Forwarding of 
Certain Exports for Foreign Relief 
and Rehabilitation 

1. General Order 70. as amended by 
Amendment 2 (§§ 243.1 to 243.3; 15 F. R. 
2877, 14 F. R. 2854), is amended by 
striking out “Commission”, wherever it 
appeal's, and inserting in lieu thereof 
“Maritime Administration”, and by 
striking out “Maritime Commission”, 
wherever it appears therein, and insert¬ 
ing in lieu thereof “Maritime Adminis¬ 
tration”. 


Part 244— Business Practices of 
Freight Forwarders 

1. General Order 72 (§§ 244.2 to 

244.14; 15 F. R. 3153) is amended by 
striking out “Commission”, wherever it 
appears therein, and inserting in lieu 


thereof “Federal Maritime Board”; and 
by striking out “Form MC-21” and in¬ 
serting in lieu thereof “Form FMB-21”. 


Part 246— Formula for Determining Sea 
Speed of Vessels 

1. General Order 43 Revised (§§ 246.1 
to 246.8; 7 F. R. 3579) is amended by 
striking out “U. S. Maritime Commis¬ 
sion” in § 246.5 and inserting in lieu 
thereof “Maritime Administration, De¬ 
partment of Commerce”. 


Subchapfer C—Regulations Affecting Subsidized 
Vessels and Operators 

Part 262— Minimum-Wage, Minimum- 
Manning, and Reasonable Working 
Conditions 

1. General Order 15 (§§ 262.11. 262.12, 
262.21 <b), and 262.22 (b); 2 F. R. 2627) 
is amended by striking out “Commis¬ 
sion”, wherever it occurs therein, and 
inserting in lieu thereof “Board”. 

2. General Order 32 (§§ 262.101 to 262.- 
109; 5 F. R. 2229) is amended by striking 
out “United States Maritime Commis¬ 
sion” and inserting in lieu thereof “Fed¬ 
eral Maritime Board”; by striking out 
“Commission”, wherever it occurs there¬ 
in, and inserting in lieu thereof “Board”; 
and by striking out in § 262.103 the words 
“Director of the Division of Maritime 
Personnel” and the remainder of the sec¬ 
tion, and by inserting in lieu thereof 
“the Board will provide for an investiga¬ 
tion of the views of all parties whose 
interests appear affected by the petition 
and for a report thereof to the Board”; 
and by striking out in § 262.105 the term 
“Division of Maritime Personnel”, and 
inserting in lieu thereof “Hearing Exam¬ 
iners’ Office”. 


Part 275— Outfitting Materials and 
Equipment for Construction—Dif¬ 
ferential Subsidy Vessels 

1. General Order 37 (§§ 275.1 to 275.4; 
6 F. R. 283) is amended by striking out, 
wherever they occur in §§ 275.1 and 
275.2, the terms “Commission” and 
“Maritime Commission”, and inserting 
in lieu thereof “Federal Maritime 
Board”; and by striking out, wherever 
they ocur in § 275.3, the terms “Mari¬ 
time Commission” and “Commission”, 
and inserting in lieu thereof “Maritime 
Administration”. 


Part 276 — Construction-Differential 
Subsidy Repayment While Vessels 
Not Operated in Foreign Trade 

1. General Order 50 (§§ 276.1 and 
276.2; 7 F. R. 588) is amended by strik¬ 
ing out “Commission”, wherever it oc¬ 
curs therein, and inserting in lieu thereof 
“Maritime Administration”. 

(Sec. 204, 49 Stat. 1987, as amended; 46 
U. S. C. 1114) 

Effective date. This order shall be 
effective on the date of publication in the 
Federal Register. 


























SS08 


RULES AND REGULATIONS 


By order of the Federal Maritime 
Board. 

[seal] A. J. Williams, 

Secretary. 

Louis S. Rothschild, 
Maritime Administrator. 

December 22, 1953. 

[F. R. Doc. 53-10778; Filed, Dec. 28, 1953; 
8:49 a. m.j 


Subchapter C—Regulations Affecting Subsidized 
Vessels and Operators 
(Gen. Order 22. Revised. Amdt. 1] 

Part 282— Uniform System of Accounts 
for Operating-Differential Subsidy 
Contractors 

GENERAL ORDER OF MARITIME ADMINISTRATOR 

It is hereby ordered, that the “proviso 
clause” appearing in and at the end of 
paragraph (a) Uniform system of ac¬ 
counts for operating-differential subsidy 
contractors of § 282.00 General order of 
Maritime Administrator (General Order 
22, Revised) published in the Federal 
Register (15 F. R. 7935) is amended to 
read as follows: " Provided , however , 
That. Supplement No. 1 to General Order 
No. 22 adopted by the United States 
Maritime Commission on the eighth day 
of February 1940, as amended, ‘Prescrib¬ 
ing Accounting Procedure and Method 
of Applying Credits in Transactions un¬ 
der section 510 of the Merchant Marine 
Act, 1936, as amended’, originally pub¬ 
lished in the Federal Register (5 F. R. 
647), shall remain in full force and 
effect.” 

(Sec. 204, 49 Stat. 1987, as amended; 46 
U. S. C. 1114) 

Dated: December 21, 1953. 

[seal] Louis S. Rothschild, 
Maritime Administrator. 

[F. R. Doc. 53-10773; Filed. Dec. 28, 1953; 
8:48 a. m.J 


l Gen. Order 22, Supp. 1, Amdt. 1]N 

Part 282 —Uniform System of Accounts 
for Operating-Differential Subsidy 
Contractors 

general order of maritime administrator 

It is hereby ordered, that item 2 of 
Supplement 1 to General Order 22 orig¬ 
inally published in the Federal Register 
(5 F. R. 647) and which presently ap¬ 
pears in a note to paragraph (a) of 
§ 282.00 General order of Maritime Ad- 
muiistrator (46 C. F. R. 282.00) be de¬ 
leted in its entirety and that a new item 
2 be inserted in lieu thereof to read as 
follows: 

2. Upon delivery of the "new vessel" to the 
contractor, the gross cost of such "new ves¬ 
sel" to the contractor, including the price 
fixed by the purchase contract, plus all in¬ 
terest charged the contractor on advances 
made by the Administration to the builder 
during the construction period, and any other 
charges properly capitalizable in accordance 
with sound accounting practices and prin¬ 


ciples. shall be recorded in Account 331 — 
Floating Equipment — Vessels , without any 
deduction for the credit allowed by the Ad¬ 
ministration for the "obsolete vessel". This 
gross acquisition cost, together with the cost 
of subsequent betterments, shall be depreci¬ 
ated on the basis of a twenty (20) year 
economic life expectancy, except that with 
respect to a wholly or partially reconstructed 
or reconditioned vessel the life expectancy of 
which has been determined to be otherwise 
Jointly by the Secretary of the Treasury 
and the Administration, depreciation shall be 
computed on the life expectancy so deter¬ 
mined all in accordance with General Order 
No. 24, Second Revision, as amended (Part 
284 of this chapter). 

(Sec. 204, 49 Stat. 1987, as amended; 46 
U. S. C. 1114) 

Dated: December 21,1953. 

[seal] Louis S. Rothschild, 
Maritime Administrator. 

[F. R. Doc. 53-10774; Filed, Dec. 28, 1953; 

8:48 a. m.j 


I Gen. Order 24. 2d Rev., Amdt. 1] 

Part 284 —Valuation of Vessels for De¬ 
termining Capital Employed and Net 

Earnings Under Operating-Differen¬ 
tial Subsidy Agreements 

basis of valuation 

It is hereby ordered, that paragraph 
(f) Adjustments for depreciation of 
§ 284.2 Basis of valuation of this part 
(Gen. Order 24, 2d Rev.), published in 
the Federal Register (14 F. R. 7589) be 
deleted in its entirety and that a new 
paragraph (f) be inserted in lieu thereof 
to read as follows: 

(f) Adjustments for depreciation. (1) 
Adjustments shall be made for depreci¬ 
ation on the basis of a twenty year eco¬ 
nomic life of the vessel computed from 
the date of final delivery upon comple¬ 
tion of the vessel by the shipbuilder to the 
first owner thereof, except that with re¬ 
spect to a wholly or partially recon¬ 
structed or reconditioned vessel the life 
expectancy of which has been determined 
to be otherwise jointly by the Secretary 
of the Treasury and the Administration, 
depreciation shall be computed on the life 
expectancy so determined, and after de¬ 
ducting from the cost of acquisition of 
the residual value of such vessel, which 
residual value shall be deemed to be 2 4 
percent of the original construction cost 
(meaning the full domestic construction 
cost insofar as vessels constructed under 
Title V or Title VII of the Merchant Ma¬ 
rine Act. 1936, are concerned): Provided t 
however , That the residual value shall in 
no event exceed the cost of acquisition 
to the operator, determined as herein set 
forth: And provided further , That the 
residual values of "war-built vessels” ac¬ 
quired from the Commission by purchase 
under section 4 or exchange under sec¬ 
tion 8 of the Merchant Ship Sales Act 
of 1946 or with respect to which the prior 
sales price is adjusted pursuant to sec¬ 
tion 9 of that act shall be deemed to be 
2V£ percent of the pre-war domestic cost 
thereof, as established by the Commis¬ 
sion under the Merchant Ship Sales Act 


of 1946 and published in the Federal 
Register. 

(2) Vessel depreciation shall be writ¬ 
ten off proportionately for the period be¬ 
tween the date of acquisition with re¬ 
spect to which the cost of acquisition is 
determined pursuant to the provisions of 
this part and the date when the vessel 
becomes twenty years of age, except that 
with respect to a wholly or partially re¬ 
constructed or reconditioned vessei the 
life expectancy of which has been de¬ 
termined to be otherwise jointly by the 
Secretary of the Treasury and the Ad¬ 
ministration. depreciation shall be 
computed on the life expectancy so de¬ 
termined. In the case of a vessel the 
price of which is adjusted under Section 
9 of the Merchant Ship Sales Act of 
1946, the date of acquisition shall for the 
purpose of this paragraph be March 8, 
1946, if the vessel was acquired by the 
operator on or before that date or the 
date of the original delivery of the ves¬ 
sel to the operator if contracted for prior 
to but delivered after March 8. 1946. 
The actual net cost of capitalizable bet¬ 
terments, reconstruction, or recondition¬ 
ing shall be depreciated proportionate¬ 
ly during the period between the end of 
the month during which such better¬ 
ments, reconstruction, or reconditioning 
was completed and the end of the eco¬ 
nomic life of the vessel. 

(Sec. 204, 49 Stat. 1987, as amended; 46 
U. S. C. 1114) 

Dated: December 21, 1953. 

[seal! Louis S. Rothschild, 
Maritime Administrator. 

[F. R. Doc. 53-10775: Filed, Dec. 28. 1953; 

8:48 a. m.j 


[Gen. Order 31, Amdt. 1] 

Part 286 —Establishment and Mainte¬ 
nance of the Statutory Capital and 
Special Reserve Funds and for the 
Determination of "Capital Necessar¬ 
ily Employed in the Business” and 
"Net Earnings” 

NET EARNINGS 

It is hereby ordered, that subpara¬ 
graph (2) of paragraph (a) of § 286.3 
Net earnings (General Order 31). pub¬ 
lished in the Federal Register (5 F R. 
2352) be deleted in its entirety and that 
a new subparagraph (2) be inserted in 
lieu thereof to read as follows: 

(2) Insofar as vessels are concerned, 
depreciation shall be computed in ac¬ 
cordance with General Order 24. 2d 
Revision, as amended, and on the basis 
of the value at which the vessels are 
included in "capital necessarily em¬ 
ployed”. 

(Sec. 204. 49 Stat. 1987, as amended; 46 
U. S. C. 1114) 

Dated: December 21, 1953. 

[seal] Louis S. Rothschild. 

Maritime Administrator. 

[F. R. Doc. 53-10776; Filed. Dec. 28. 1953; 
8:48 a. m.j 
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Tuesday, December 29, 1953 

|Gen. Order 71* Amdt. 2] 

Part 291— Definition of Capital Neces- 

• sarily Employed in the Business 

DEFINITION OF CAPITAL NECESSARILY 
EMPLOYED IN THE BUSINESS 

It is hereby ordered, that subpara¬ 
graph (3) Depreciation of paragraph (a) 
Ship equities of § 291.5 Definition of cap¬ 
ital necessarily employed in the busi¬ 
ness. published in the Federal Register 
(14 F. R. 7936 > be deleted in its entirety 
and that a new subparagraph (3) 
Depreciation be inserted in lieu thereof 
to read as follows: 

(3) Depreciation. From the amount 
determined pursuant to subparagraph 
(1) of this paragraph there shall be de¬ 
ducted depreciation accrued for the 
period beginning with the date of acqui¬ 
sition of the vessel by the contractor and 
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terminating with the beginning of the 
accounting period, computed on the 
basis of a 20-year useful life from the 
date of the delivery of the vessel by the 
shipyard, or that portion of a 20-year 
useful life which remains unexpired as 
of the date of acquisition by the con¬ 
tractor, and from the amount deter¬ 
mined pursuant to subparagraph (2) of 
this paragraph there shall be deducted 
depreciation computed on the basis of 
that portion of a 20-year useful life of 
the vessel which remains unexpired at 
the end of the month during which the 
capitalizable items are completed, ex¬ 
cept that with respect to a wholly or par¬ 
tially reconstructed or reconditioned 
vessel the life expectancy of which has 
been determined to be otherwise jointly 
by the Secretary of the Treasury and the 
Administration, depreciation of amounts 
determined pursuant to subparagraphs 


Cl) and (2) of this paragraph shall be 
computed on the life expectancy so de¬ 
termined. Such depreciation with re¬ 
spect to capital expenditures shall not be 
deducted in determining “capital neces¬ 
sarily employed in the business” for the 
accounting period in which falls the date 
of completion, but depreciation from the 
end of such month of completion to the 
beginning of the next accounting period 
shall be taken into account for the pur¬ 
poses of such succeeding accounting pe¬ 
riod and all subsequent accounting 
periods thereafter. 

(Sec. 607, 49 Stat. 2005, as amended; 46 
U. S. C. 1117) 

Dated: December 21, 1953. 

[seal! Louis S. Rothschild, 

Maritime Administrator. 

[F. R. Doc. 53-10777; Filed, Dec. 28, 1953; 

8:49 a. m.] 


PROPOSED RULE MAKING 


DEPARTMENT OF THE TREASURY 

Internal Revenue Service 
[ 26 CFR Parts 81, 86 1 

Estate and Gift Taxes 

NOTICE OF PROPOSED RULE MAKING 

Proposed amendment of Regulations 
105 and Regulations 108 to conform to 
section 210 of the Technical Changes 
Act of 1953. 83d Congress, 1st Session. 

Notice is hereby given, pursuant to 
the Administrative Procedure Act, ap¬ 
proved June 11, 1946, that the regula¬ 
tions set forth in tentative form below 
are proposed to be prescribed by the 
Commissioner of Internal Revenue, 
with the approval of the Secretary of 
the Treasury. Prior to the final adop¬ 
tion of such regulations, consideration 
will be given to any data, views, or argu¬ 
ments pertaining thereto which are sub¬ 
mitted in writing in duplicate to the 
Commissioner of Internal Revenue, 
Washington 25, D. C., within the period 
of 30 days from the date of publication 
of this notice in the Federal Register. 
The proposed regulations are to be is¬ 
sued under the authority contained in 
section 210 of the Technical Changes 
Act of 1953 (67 Stat. 624) and sections 
1029 and 3791 of the Internal Revenue 
Code (53 Stat. 157. 467, 26 U. S. C. 1029, 
3791). 

[seal! T. Coleman Andrews. 

Commissioner of Internal Revenue . 

[Regulations 105 and 108] 

Part 81—Estate Tax Under Chapter 3 

of the Internal Revenue Code, as 

Amended 

Part 86—Gift Tax Under Chapter 4 of 

the Internal Revenue Code, as 

Amended 

In order to conform certain provi¬ 
sions of Regulations 105 (26 CFR, Part 
elating to estate tax and Regula¬ 
tions 108 (26 CFR, Part 86) relating to 
Sift tax to section 210 of the Technical 


Changes Act of 1953. such regulations 
are amended as follows: 

Paragraph 1. Section 81.24 (a) (3), as 
proposed to be amended by notice of 
proposed rule making published August 
5. 1953 (18 F. R. 4599), is further amend¬ 
ed by adding at the end thereof the 
following: 

Notwithstanding any other provision 
of law or of this section, property sub¬ 
ject to a power described in § 81.47a <h) 
shall be considered as property with re¬ 
spect to which the decedent has a gen¬ 
eral pow r er of appointment created after 
October 21. 1942, exercisable by deed or 
will, to the extent it was treated as an 
interest passing to the decedent as a sur¬ 
viving spouse and not passing to any 
other person for purposes of section 812 
(e) under the rules prescribed in § 81.47a 
(h) and section 210 of the Technical 
Changes Act of 1953. 

An interest in property will not be so 
considered unless an election by the de¬ 
cedent as a surviving spouse was filed 
in the manner prescribed in § 81.47a (h). 
Upon the filing of such an election, the 
periods of limitation provided in chap¬ 
ter 3 of the Internal Revenue Code on 
the making of an assessment and begin¬ 
ning of distraint or proceeding in court 
for collection shall, with respect to any 
deficiency and interest thereon result¬ 
ing from such election, include one year 
immediately following the date such 
election is filed, and such assessment 
and collection may be made notwith¬ 
standing any provision of law or rule of 
law which would otherwise prevent such 
assessment and collection. 

Par. 2. There is inserted immediately 
before § 81.47a the following: 

Sec. 210. Marital deduction in certain 

CASES WHERE DECEDENT DIED BEFORE APRIL 3, 
1948 (TECHNICAL CHANCES ACT OF 1953) 

(a) In general. In the case of an Interest 
in property passing by will from the decedent, 
if the surviving spouse is entitled for life to 
all the income from such property, payable 
annually or at more frequent Intervals, with 
power in the surviving spouse to use and 


consume such portion of the property as 
the surviving spouse may need or desire for 
her (or his) comfortable support and main¬ 
tenance, and with no power In any person 
other than the surviving spouse to appoint 
any part of such property, then— 

(1) The interest so passing shall, for the 
purposes of subparagraph (A) of section 812 
(e) (1) of the Interna] Revenue Code, be 
considered as passing to the surviving spouse; 
and 

(2) No part of the interest so passing shall, 
for the purposes or subparagraph (B) (1) of 
section 812 (e) (1) of the Internal Revenue 
Code, be considered as passing to any person 
other than the surviving Bpouse. 

Nothing In this subsection shall be construed 
to permit the same Items to be twice 
deducted. 

(b) Election. The provisions of subsec¬ 
tion (a) shall apply only It the surviving 
spouse files an election under this section 
with the Secretary within one year after the 
date of the enactment of this Act under such 
regulations as the Secretary shall prescribe. 
If such election is so filed, the property sub¬ 
ject to such power shall, notwithstanding 
any other provision of law, be considered for 
purposes of chapters 3 and 4 of the Internal 
Revenue Code as property as to which the 
surviving spouse had a general power of ap¬ 
pointment exercisable by deed or will. It 
the surviving spouse has made an election 
pursuant to this section, the periods of limi¬ 
tation provided in chapters 3 and 4 of the 
Internal Revenue Code on the making of an 
assessment and the beginning of distraint 
or a proceeding in court for collection shall, 
with respect to any deficiency and Interest 
thereon resulting from such election. Include 
one year immediately following the date such 
election is filed, and such assessment and 
collection may be made notwithstanding any 
provision of law or any rule of law which 
otherwise would prevent such assessment and 
collection. 

(c) Interest. No interest shall be allowed 
or paid on any overpayment resulting from 
the application of this section. 

(d) Effective date. This section shall 
apply only with respect to estates of dece¬ 
dents dying after December 31, 1947, and 
on or before the date of the enactment of 
the Revenue Act of 1948. If refund or credit 
of any overpayment resulting from the ap¬ 
plication of subsections (a) and (b) is pre¬ 
vented on the date of the enactment of this 
Act, or within one year from such date, by 
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the operation of any law or rule of law (other 
than section 3760 of the Internal Revenue 
Code, relating to closing agreements, and 
other than section 3761 of such code, relat¬ 
ing to compromises), refund or credit of such 
overpayment may. nevertheless, be made or 
allowed if claim therefor is filed within one 
year from the date of the enactment of this 
Act. 

Par. 3. Section 81.47a, as proposed to 
be amended by notice of proposed rule 
making published August 5. 1953 (18 
P. R. 4599), is further amended as 
follows: 

(A) By striking “(g)” in item (2) of 
the second paragraph of (a) and substi¬ 
tuting “(h)” in lieu thereof. 

(B) By substituting a comma in lieu 
of the word “and” in the second sentence 
of paragraph (b) (2) and by striking 
the period at the end of such sentence 
and adding thereto the following: “, and 
in the case of certain interests passing by 
will (whether or not in trust) from de¬ 
cedents dying after December 31, 1947, 
and on or before April 2, 1948.”. 

(C) By substituting for the words “and 
(d)” in the third sentence of paragraph 
(b) (2) the following: ”, (d), and (h)”. 

(D) By substituting for the words 

“and (d) ,r in the first sentence of the 
second paragraph of (b) (2) the follow¬ 
ing: (d), and (h)”. 

(E) By inserting at the end thereof 
the following: 

(h) Certain interests passing by will 
from decedents dying after December 31, 
1947, and on or before April 2, 1948 — 

(1) In general. Under the provisions of 
section 210 of the Technical Changes Act 
of 1953, property interests (whether or 
not in trust) which passed by will from 
decedents dying after December 31, 1947, 
and on or before April 2, 1948, shall, if 
the following conditions are met, be 
considered for the purposes of section 
812 (e) (1) (A) as having passed from 
the decedent to the surviving spouse and 
will not be considered for the purposes 
of section 812 (e) (1) (B) as having 
passed from the decedent to any person 
other than the surviving spouse: 

(i) The surviving spouse must be en¬ 
titled for life to all the income from the 
property; 

(ii) Such income must be payable an¬ 
nually or at more frequent intervals; 

(iii) The surviving spouse must have 
the power to use and consume such por¬ 
tion of the property as she (or he) may 
need or desire for her (or his) comfort, 
support, and maintenance (or a broader 
power to use and consume); 

(iv) The property must not be subject 
to a power in any other person to appoint 
any part thereof to any person other 
than the surviving spouse; and 

(v) The surviving spouse must file an 
irrevocable election in the manner pre¬ 
scribed in subparagraph (2) of this para¬ 
graph. 
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The interest considered as passing to the 
surviving spouse under this paragraph 
shall be the value of the entire property 
to which the above conditions apply. 
However, amounts deducted under this 
paragraph may not be twice deducted 
from the decedent’s gross estate. See 
§ 81.47b (g). The rules prescribed in 
§ 81.47a (c) (in the case of a trust with 
a power of appointment in the surviving 
spouse) for determining whether the 
surviving spouse is entitled for life to all 
the income from such property, payable 
annually or at more frequent intervals, 
shall be applicable in determining 
whether interests specified in this para¬ 
graph meet conditions (i) and (ii) enu¬ 
merated above. 

(2) Election —(i) In general. The 
provisions of subparagraph (1) of this 
paragraph shall apply only if the sur¬ 
viving spouse files an election in ac¬ 
cordance with the following require¬ 
ments : The election shall be in the form 
of a written statement, in duplicate, 
addressed to the district director in 
whose office the decedent’s estate tax re¬ 
turn was filed, and signed by the surviv¬ 
ing spouse. It shall state the name of 
the decedent, the name and address of 
the surviving spouse, and shall contain a 
statement that such spouse elects to have 
the provisions of section £10 of the Tech¬ 
nical Changes Act of 1953 apply. The 
statement shall specify and describe the 
property or interests included in the 
decedent’s estate tax return to which 
the provisions of this paragraph are 
applicable. Such election must be placed 
in the mail at such a time that it would 
normally be received by the district 
director on or before August 15, 1954. 

(ii) Effect of election. The exercise 
of the election referred to herein shall 
cause the property subject thereto to be 
treated as property as to which the sur¬ 
viving spouse had a general power of 
appointment exercisable by deed or will 
created on the date of death of the de¬ 
cedent. It may also operate to extend 
the periods of limitation for making an 
assessment and collecting any deficiency 
and interest resulting from the election. 
See § 81.24 (a) (3) and § 86.2 (b) (3) of 
this chapter. 

(3) Retroactive operation. Where re¬ 
fund or credit of any overpayment re¬ 
sulting from the application of section 
210 is prevented on August 15, 1953, or 
within one year from such date, by the 
operation of any law or rule of law (in¬ 
cluding a judicial determination but not 
including section 3760, relating to clos¬ 
ing agreements, and not including sec¬ 
tion 3761, relating to compromises) re¬ 
fund or credit of such overpayment may, 
nevertheless, be made or allowed if claim 
therefor is filed on or before August 15, 
1954. No interest shall be allowed or paid 
on any overpayment resulting from the 
application of section 210. 


Par. 4. Section 81.47b is amended as 
follows: 

(A) By substituting “(g)” for “(f)” in 
both the third and fourth sentences of 
paragraph (a). 

(B) By inserting in paragraph (d) 
immediately at the end of the paren¬ 
thetical sentence in example (ii) (before 
the closing parenthesis) the following: 
“As to cases in which a ‘deductible in¬ 
terest’ may exist where a life interest is 
coupled with a power in the case of in¬ 
terests passing by will from decedents 
dying after December 31, 1947, and on or 
before April 2, 1948, see paragraph <h) 
of § 81.47a.“ 

(C) By inserting at the end thereof 
the following: 

(g) Double deductions disallowed in 
certain cases where decedent died on or 
before April 2, 1948. No interest in 
property shall be allowed as a deduction 
under § 81.47a (h) to the extent it was 
allowed as a deduction under any other 
section of the Internal Revenue Code. 

Par. 5. Section 86.2 (b) (3), as pro¬ 
posed to be amended by notice of pro¬ 
posed rule making published August 5, 
1953 (18 P. R. 4602). is further amended 
by adding at the end thereof the follow¬ 
ing: 

Notwithstanding any other provision 
of law or of this section, property sub¬ 
ject to a power described in § 81.47a (h) 
of this chapter, relating to estate tax 
shall be considered as property with re¬ 
spect to which the donor has a general 
power of appointment created after Oc¬ 
tober 21, 1942, exercisable by deed or 
will, to the extent it was treated as an 
interest passing to the donor as a sur¬ 
viving spouse and not passing to any 
other person for purposes of section 
812 (e) under the rules prescribed in 
§ 81.47a (h) of this chapter and sec¬ 
tion 210 of the Technical Changes Act 
of 1953. 

An interest in property will not be so 
treated unless an election by the donor 
as a surviving spouse was filed in the 
manner prescribed in § 81.47a (h) of 
this chapter. Upon the filing of such 
an election, the periods of limitation pro¬ 
vided in chapter 4 of the Internal Rev¬ 
enue Code on the making of an assess¬ 
ment and beginning of distraint or a 
proceeding in court for collection shall, 
with respect to any deficiency and in¬ 
terest thereon resulting from such elec¬ 
tion, include one year immediately fol¬ 
lowing the date such election is filed, and 
such assessment and collection may be 
made notwithstanding any provision of 
law or rule of law w r hich would other¬ 
wise prevent such assessment and collec¬ 
tion. 

(P. R. Doc. 53-10737; Filed, Dec. 28, 1953; 

8:45 a. m.j 
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department of the treasury 

Bureau of Customs 

[472.733] 

Footwear With Fiber Uppers and 
Composition Soles 

PROSPECTIVE TARIFF CLASSIFICATION 

December 22, 1953. 

It appears that footwear with raffia or 
sisal uppers and rubber-like composition 
soles, including so-called plastic and 
neolite-type soles, is properly classifiable 
under paragraph 1530 <e>. Tariff Act 
of 1930. as modified, as footwear with 
uppers composed wholly or in chief value 
of vegetable fiber other than cotton with 
soles composed w r holly or in chief value 
of India rubber or substitutes for rubber 
at the rate of 35 percent ad valorem on 
the American selling price. This is a 
rate of duty higher than that heretofore 
assessed under an established and uni¬ 
form practice. 

Pursuant to § 16.10a (d), Customs Reg¬ 
ulations (19 CFR 16.10a (d)), notice is 
hereby given that the existing practice 
of classifying such merchandise under 
paragraph 1530 (e) f as footwear with 
soles w holly or in chief value of materials 
other than india rubber, leather, or sub¬ 
stitutes for rubber is under review in the 
Bureau. 

Consideration will be given to any 
relevant data, views, or arguments per¬ 
taining to the correct tariff classification 
of such footwear which are submitted 
in wilting to the Bureau of Customs, 
Washington 25, D. C. To assure con¬ 
sideration, such communications must 
be received in the Bureau not later than 
30 days from the date of tills publication. 
No hearings w r ill be held. 

[seal] C. A. Emerick, 

Acting Commissioner of Customs . 

[P. R. Doc. 53-10756; Filed. Dec. 28, 1953; 

8:48 a. m.J 


Fiscal Service, Bureau of Accounts 

[Dept. Clrc. 570, Rev. Apr. 20, 1943, 1953, 
94th Supp.J 

Planet Insurance Co, 
surety company acceptable on federal 

BONDS 

December 22, 1953. 

A Certificate of Authority has been is¬ 
sued by the Secretary of the Treasury 
to the following company under the Act 
of Congress approved July 30, 1947, 6 
u - S. C. secs. 6-13, as an acceptable surety 
on Federal bonds. An underwriting lim¬ 
itation of $247,000.00 has been estab¬ 
lished for the company. Further details 
as to the extent and localities with re¬ 
spect to which the company is accept¬ 
able as surety on Federal bonds will 
appear in the next issue of Treasury De¬ 
partment Form 356, copies of which, 
*hen issued, may be obtained from the 
Treasury Department, Bureau of Ac¬ 
counts, Surety Bonds Branch, Washing¬ 
ton 25, D. C. 


NOTICES 


Name of company, location of principal 
executive office, and State in which incor¬ 
porated: Michigan; Planet Insurance Com¬ 
pany. 

[seal] A. N. Overby, 

Acting Secretary of the Treasury . 

[F. R. Doc. 53-10757; Filed, Dec. 28. 1953; 
8:48 a. m.] 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 

Alaska 

NOTICE OF FILING OF PLAT OF SURVEY 

Editorial Note: A telegram was re¬ 
ceived by the Federal Register Division 
on December 21, 1953, from the Acting 
Manager, Fairbanks Land Office, stating 
that in Federal Register Document 
53-10476. published on page 8462 of the 
issue for Thursday, December 17, 1953 
the third paragraph should read: 

Of the land described Section 18 and 
19 and Lots 3, 4, 5, and 6 and the SW*4 
of Section 20 are withdrawn by Public 
Land Order No. 386 of July 31, 1947, 
“for classification and survey”. (Tok 
Junction Reserve.) 


DEPARTMENT OF AGRICULTURE 

Production and Marketing Adminis¬ 
tration, Commodity Credit Corpora¬ 
tion 

Grains and Related Commodities 

NOTICE OF FINAL DATE OF REDEMPTION UNDER 
WAREHOUSE-STORAGE LOANS MADE UNDER 
1953 PRICE SUPPORT PROGRAMS 

Unless earlier demand is made by CCC, 
warehouse-storage loans under 1953 Price 
Support Programs on the agricultural 
commodities designated in the table be¬ 
low mature and are due and payable on 
the dates indicated. Unless such loans 
are repaid on or before the final date for 
repayment specified below, or the pro¬ 
ducer notifies in writing either the PMA 
county committee or the PMA commodity 
office serving the area that the funds 
have been placed in the mail, CCC will 
purchase the commodities pursuant to 
the provisions of the note and loan agree¬ 
ment at the higher of (1) the loan value 
plus interest and charges or (2) the mar¬ 
ket value as determined by the appro¬ 
priate PMA commodity office as of the 
close of the market on the final date for 
repayment. In the event such market 
value is in excess of the loan value plus 
interest and charges, the excess amount 
will be paid to the producer by the ap¬ 
propriate PMA commodity office. 

Notwithstanding the foregoing provi¬ 
sions, if there is fraud or false represen¬ 
tation by the producer in connection with 
the loan the purchase price applicable 
to such purchase by CCC shall be the 
market value only. 


Commodity 

Maturity 

date 

Final date for 
repayment 

Winter cover crop seed... 
Flaxseed in Arizona and 
California.. . 

Jan. 31,1954 

.do. 

Feb. 1,1954 

Do. 

Dry edible beans In 
Michigan and New 
York. 

Feb. 28. t054 

Mar. 1.1054 

Grain sorghums.. _ 

Mar. 31,1054 

Mar. 31,1054 

Wheat_..._ 

Apr. 30.1054 
.do... ... 

Apr. 30.1054 
Do. 

Oats_ 

Barley....___ 

_do_ 

]>o. 

Kye. 

.do. 

Do. 

Flaxseed except in Ari- 
xnnn And California . 

do_ 

Do. 

Dry edible beans except 
in Michigan und New 
York.... 

_do_ 

Do. 

Rice___ 

_do.. 

Do. 

Soybeans. . __ 

May 31.1054 
July 31,1054 

June 1,1054 

Com _ 

July 31,1954 



The PMA commodity offices and the 
areas served by them are shown below: 

Chicago 5, HI., 623 South Wabash Avenue; 
Connecticut, Delaware, Illinois, Indiana, 
Iowa, Kentucky, Maine. Maryland. Massa¬ 
chusetts, Michigan. New Hampshire, New 
Jersey. New York, Ohio. Pennsylvania. Rhode 
Island. Vermont. Virginia. West Virginia. 

Dallas 26. Texas, 3306 Main Street; New 
Mexico. Oklahoma. Texas. 

Kansas City 6. Missouri, Fidelity BuUding, 
911 Walnut Street; Colorado, Kansas, Mis¬ 
souri. Nebraska. Wyoming. 

Minneapolis 8. Minnesota, 1006 West Lake 
Street; Minnesota, Montana, North Dakota, 
South Dakota, Wisconsin. 

New Orleans 16. Louisiana, Wlrth Building, 
120 Marais Street; Alabama, Arkansas. Flor¬ 
ida, Georgia, Louisiana, Mississippi, North 
Carolina, South Carolina, Tennessee. 

Portland 5. Oregon. 515 Southwest Tenth 
Avenue; Arizona, California, Idaho, Nevada, 
Oregon, Utah, Washington. 

(Sec. 4, 62 Stat. 1070 as amended; 15 U. S. C. 
Sup. 714b. Interpret or apply sec. 5, 62 Stat. 
1072, secs. 101. 301. 401. 63 Stat. 1031; 15 
U. S. C. Sup. 714c, 7 U. S. C. Sup. 1441, 1447, 
1421) 

Done at Washington, D. C., this 23d 
day of December 1953. 

[seal] Howard H. Gordon, 

President , 

Commodity Credit Corporation. 

[F. R. Doc. 53-10779; Filed, Dec. 28. 1953; 

8:49 a. m.] 

CIVIL AERONAUTICS BOARD 

[Docket Nos. 5896. 6305] 

Trans-Pacific Airlines, Ltd., Hawaiian 
Airlines, Ltd.; Mail Rates 

notice of prehearing conference 

The consolidated mail rate proceed¬ 
ing, involving Docket Nos. 5896 and 6305, 
is hereby assigned for a prehearing con¬ 
ference on January 14. 1954, at 10:00 
a. m. t e. s. t.. in Room 5132, Commerce 
Building, Constitution Avenue, between 
Fourteenth and Fifteenth Streets NW. # 
Washington, D. C.. before Examiner Her¬ 
bert K. Bryan 

This notice cancels the previous notice 
assigning a prehearing conference in 
Docket No. 6305 for January 7, 1954. 
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NOTICES 


Dated at Washington, D. C., this 23d 
day of December 1953. 

Tseal] Francis W. Brown, 

Chief Exaviiner. 

[P. R. Doc. 63-10781; Piled, Dec. 28, 1953; 
8:50 a. m.] 


FEDERAL POWER COMMISSION 

(Docket No. G-2260| 

Colorado Interstate Gas Co. 

ORDER GRANTING REHEARING AND FIXING DATE 
OF ORAL ARGUMENT 

On November 20, 1953, Colorado Inter¬ 
state Gas Company (Colorado) filed an 
application for rehearing, pursuant to 
section 19 (a) of the Natural Gas Act 
(act), of the order of the Commission 
issued October 26,1953, suspending, pur¬ 
suant to section 4 of the act, certain 
proposed contracts with Public Serv¬ 
ice Company of Colorado and with 
the City of Colorado Springs, Colorado. 

The order issued October 26, 1953, 
states that the filing appears to effect 
changes in the rates, classification, prac¬ 
tices, terms and conditions of the serv¬ 
ice rendered by Colorado under its FPC 
Gas Tariff, Original Volume No. 1; and 
that the changes proposed by Colorado 
have not been shown to be lawful. 

In its application for rehearing, Colo¬ 
rado alleges that the Commission has no 
authority to suspend the filing on the 
grounds that the contracts do not involve 
sales for resale and therefore are beyond 
the jurisdiction of the Commission; and 
that even if sales for resale are involved 
under such contracts they are sales for 
resale for industrial use only, and not 
subject to suspension pursuant to the 
provisions of section 4 (e) of the act. 

In addition, Colorado requested a stay 
of the Commission's order issued October 
26, 1953. 

The Commission finds: 

(1) It is necessary and appropriate to 
carry out the provisions of the Natural 
Gas Act to grant rehearing for the pur¬ 
pose of hearing oral argument as here¬ 
inafter ordered. 

(2) The motion for stay of the order 
issued October 26, 1953 should be denied. 

The Commission orders: 

(A) The application filed on Novem¬ 
ber 20, 1953, for rehearing of the order 
issued October 26. 1953, be and the same 
is hereby granted for the purpose of 
hearing oral argument on said applica¬ 
tion for rehearing. 

(B) Oral argument be held before the 
Commission, commencing on January 12, 
1954, at 10:00 a. m., e. s. t., in the Hear¬ 
ing Room of the Federal Power Commis¬ 
sion, 441 G Street NW. f Washington, 
D. C., concerning the matters and issues 
raised by the application for rehearing. 

(C) Inasmuch as the proceeding at 
Docket No. G-2260, which includes the 
instant filing, has been set for January 
12, 1954, the remainder of the proceed¬ 
ing at Docket No. G—2260 shall commence 
at the conclusion of the oral argument 
or as otherwise ordered by the Presiding 
Examiner. 

(D) Parties who intend to participate 
in the oral argument shall inform the 
Secretary on or before December 31,1953, 


of the time requested for presentation 
of their argument. 

<E) The motion for stay of the order 
issued October 26, 1953, be and the same 
is hereby denied. 

(F) Interested State commissions may 
participate as provided by §§ 1.8 and 1.37 
(f) (18 CFR 1.8 and 1.37 (f)) of the 
Commission’s rules of practice and pro¬ 
cedure. 

Adopted: December 16. 1953. 

Issued: December 22, 1953. 

By the Commission. 

[seal] Leon M. Fuquay. 

Secretary . 

[F. R. Doc. 53-10740; Filed, Dec. 28, 1953; 

8:46 a. m.J 


(Docket Nos. 0-2306, G-2311, G-2327. G-2328J 
American Louisiana Pipe Line Co. et al. 

NOTICE OF APPLICATIONS 

December 22, 1953. 

In the matters of American Louisiana 
Pipe Line Company, Docket No. G-2306; 
Texas Gas Transmission Corporation, 
Docket No. G-2311; Michigan Wisconsin 
Pipe Line Company, Docket No. G-2327; 
Michigan Consolidated Gas Company, 
Docket No. G-2328. 

Take notice that there have been filed 
with the Federal Power Commission by 
the persons and on the dates hereinafter 
designated several interdependent ap¬ 
plications each for a certificate of public 
convenience and necessity pursuant to 
section 7 of the Natural Gas Act author¬ 
izing the individual applicant to con¬ 
struct and operate certain natural gas 
facilities hereinafter described, all as 
more fully described in the respective 
interdependent applications. 

American Louisiana Pipe Line Com¬ 
pany (American Louisiana), a Delaware 
corporation having its principal place of 
business in Detroit, Michigan, by its 
interdependent application filed in Dock¬ 
et No. G-2306 on November 10, 1953, 
requests a certificate of public conven¬ 
ience and necessity authorizing the con¬ 
struction and operation of a 30-inch and 
22-inch transmission pipeline system 
approximately 1,121 miles in length, 
three compressor stations of 10,000 horse¬ 
power each, and other appurtenant 
equipment and facilities. The 30-inch 
portion of the pipeline will extend from 
North Tepetate, Acadia Parish, Louisiana 
to a point of connection with the facilities 
of Michigan Consolidated Gas Company 
near Detroit, Michigan. The 22-inch 
portion of the pipeline will extend from a 
point on American Louisiana's proposed 
30-inch pipeline near Payne, Ohio, to a 
point of connection with the facilities of 
Michigan Wisconsin Pipe Line Com¬ 
pany near Bridgman, Michigan. Near 
Slaughters, Kentucky, American Louisi¬ 
ana’s proposed line will be connected 
with the pipeline of Texas Gas Trans¬ 
mission Corporation, from which Ameri¬ 
can Louisiana proposes to purchase an 
average of 51,000 Mcf of natural gas per 
day. American Louisiana proposes, also, 
to construct two 24-inch pipelines ex¬ 
tending from Krotz Springs, St. Landry 


Parish, Louisiana, and Lowry. Cameron 
Parish, Louisiana, to a junction point at 
North Tepetate. Acadia Parish. Louisi¬ 
ana, approximately 47.1 miles and 34.8 
miles respectively. 

The proposed pipeline system will have 
an initial capacity of approximately 
300.000 Mcf per day, and American 
Louisiana proposes to purchase an aver¬ 
age daily volume of 255,700 Mcf from 
various fields in southern Louisiana, and 
an average daily volume of 51,000 Mcf 
from Texas Gas Transmission Corpora¬ 
tion. American Louisiana proposes to 
make available the natural gas to all the 
markets served by the American Natural 
Gas Company system, of which system 
American Louisiana is a subsidiary. 

The estimated cost of construction of 
the facilities proposed in Docket No. 
G-2306 is $139,000,000 and American 
Louisiana proposes to finance the con¬ 
struction thereof by issuing $97,500,000 
principal amount of 4V 2 percent First 
Mortgage Bonds, $12,000,000 principal 
amount of Interim Notes convertible to 
Preferred Stock at the option of Ameri¬ 
can Louisiana with interest or dividend 
rate of 5V 2 percent, and $20,500,000 of 
Common Stock of $100 par value per 
share. 

Simultaneously with the filing of 
American Louisiana’s application, Texas 
Gas Transmission Corporation (Texas 
Gas), a Delaware corporation having its 
principal place of business in Owensboro, 
Kentucky, on November 10, 1953, filed in 
Docket No. 0-2311 its interdependent 
application (necessary and proper to the 
completion of American Louisiana's ap¬ 
plication) for a certificate of public con¬ 
venience and necessity authorizing the 
construction and operation of: Approxi¬ 
mately 48.20 miles of 26-inch pipeline, 
in segments of various mileage, to loop 
presently unlooped portions of Texas Gas 
present pipeline system between its Lake 
Cormorant (6) compressor station in 
Mississippi, and its Slaughters (10) com¬ 
pressor station in Kentucky; one addi¬ 
tional 1,500 compressor engine to be 
installed at Covington (No. 7) compres¬ 
sor station in Kentucky; and a sales me¬ 
ter station near Slaughters, Kentucky, 
for the proposed sale of natural gas to 
American Louisiana. 

The estimated cost of construction of 
the facilities proposed in Docket No. 
G-2311 is $4,281,135, and Texas Gas pro¬ 
poses to finance the construction thereof 
from cash on hand and through a term 
bank loan. 

Michigan Wisconsin Pipe Line Com¬ 
pany (Michigan Wisconsin), a Delaware 
corporation having its principal place of 
business in Detroit, Michigan, on De¬ 
cember 9,1953. filed in Docket No. G-2327 
its interdependent application (necessary 
and proper to the completion of the 
applications filed in Docket Nos. G-2306 
and G-2311) for a certificate of public 
convenience and necessity authorizing 
the construction and operation of: Ap¬ 
proximately 251.9 miles of 24-inch. 18- 
inch, 12-inch, 6-inch, and 4-inch pipeline 
loops, and 3,400 additional horsepower 
at existing compressor stations, princi¬ 
pally in Illinois. 

Michigan Wisconsin proposes to pur¬ 
chase approximately 100,000 Mcf of 
natural gas per day from American 
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Louisiana to meet the present and future 
requirements of the markets which it 

serves. 

The estimated cost of construction of 
the facilities proposed in Docket No. 
G-2327 is $11,435,000. and Michigan Wis¬ 
consin proposes to finance the construc¬ 
tion thereof by issuing $6,500,000 princi¬ 
pal amount of 4 percent First Mortgage 
Bonds and from cash on hand. 

Michigan Consolidated Gas Company 
(Michigan Consolidated), a Michigan 
corporation having its principal place of 
business in Detroit, Michigan, on De¬ 
cember 9.1953, filed in Docket No. G-2328 
its interdependent application (the re¬ 
maining interdependent application nec¬ 
essary and proper to the completion of 
the applications filed in Docket Nos. 
G-2306, G-2311 and G-2327) for a cer¬ 
tificate of public convenience and neces¬ 
sity authoritzing the construction and 
operation of: Facilities and appurte¬ 
nances necessary in conjunction with 
the operation of the Six Lakes Field, 
located in Mecosta and Montcalm Coun¬ 
ties in Michigan, as a storage field in¬ 
cluding a proposed compressor station 
in the field with approximately 32.000 
horsepower; a station to receive approxi¬ 
mately 200,000 Mcf of natural gas per 
day at the point of connection between 
its facilities and the proposed facilities 
of American Louisiana near Detroit, 
Michigan: and approximately 25.5 miles 
of 12-inch pipeline from a point of con¬ 
nection with the facilities of Michigan 
Wisconsin near Sparta, Michigan, to City 
of Muskegon. Michigan. 

Michigan Consolidated estimates that 
the Six Lakes Field, when fully devel¬ 
oped. will have a total storage capacity 
of approximately 66,000,000 Mcf and a 
working storage capacity of approxi¬ 
mately 53,000,000 Mcf. 

The estimated cost of the facilities 
proposed in Docket No. G-2328, is $12,- 
745,900. and Michigan Consolidated pro¬ 
poses to finance the construction thereof 
from general annual construction budg¬ 
ets over a four-year period. 

Protests or petitions to intervene in 
any of the above designated matters may 
be filed with the Federal Power Commis¬ 
sion, Washington 25, D. C., in accordance 
with the rules of practice and procedure 
(18 CFR 1.8 or 1.10) on or before the 11th 
day of January 1954. 

The foregoing applications are on file 
with the Commission and open to public 
inspection. 

tSEAL] J. H. Gutride, 

Acting Secretary . 

[P. R. Doc. 53-10738; Piled, Dec. 28. 1953; 

8:46 a. m.] 


(Project No. 2145] 

Public Utility District No. 1 of Chelan 
County, Washington 

notice of application for preliminary 

PERMIT 

December 22, 1953. 

Public notice is hereby given that Pub¬ 
lic Utility District No. 1 of Chelan 
County, Washington, having its office 


and principal place of business at We¬ 
natchee, Washington, has filed applica¬ 
tion under the Federal Power Act <16 
U. S. C. 791a-825r) for preliminary per¬ 
mit for proposed water-power Project 
No. 2145 to be located on Columbia River 
in Chelan and Douglas Counties, Wash¬ 
ington, and consisting of a concrete grav¬ 
ity dam having a spillway section 1,192 
feet long, an intake and powerhouse sec¬ 
tion integral with the dam 1,390 feet long 
and an earth-fill section creating a res¬ 
ervoir with pool at normal elevation 699 
extending 41 miles upstream; a fish lad¬ 
der on each bank of the stream and 
provision for future navigation locks; a 
powerhouse with an initial installation 
of nine units, each turbine rated at 
106,000 horsepower and direct-connected 
to a generator rated at 65,000 kilowatts 
at 83 feet gross head and provisions for 
an ultimate installation of 14 units; a 
switchyard; and appurtenant facilities. 
The preliminary permit, if issued, shall 
be for the sole purpose of maintaining 
priority of application for a license un¬ 
der the terms of the Federal Power Act 
for the proposed project. 

Protests or petitions to intervene may 
be filed with the Federal Power Com¬ 
mission, Washington 25, D. C., in ac¬ 
cordance with the rules of practice and 
procedure of the Commission (18 CFR 
1.8 or 1.10) on or before the 28th day of 
January 1954. The application is on file 
with the Commission for public 
inspection. 

[seal] J. H. Gutride, 

• Acting Secretary. 

(F. R. Doc. 53-10739; Filed, Dec. 28, 1953; 

8:46 a. m.J 


HOUSING AND HOME 
FINANCE AGENCY 

Commissioner, Community Facilities 
and Special Operations 

delegation of authority with respect 
to performance of certain functions 
in connection with approved defense 
community facilities projects 

1. The Commissioner, Community Fa¬ 
cilities and Special Operations (herein¬ 
after called “Commissioner’*), is hereby 
authorized to take the following actions, 
on behalf of the Housing and Home Fi¬ 
nance Administrator (hereinafter called 
“Administrator”), in connection with 
defense community facilities projects to 
be financed in whole or in part by the 
Housing and Home Finance Agency un¬ 
der the authority of Public Law 139, 82d 
Congress (Defense Housing and Commu¬ 
nity Facilities and Services Act of 1951, 
approved September 1, 1951, 42 U. S. C., 
1946 ed. Sup. V 1591-1592o). as amended, 
or as it may be amended (hereinafter 
called the “Act”): 

a. Waive compliance with special con¬ 
ditions in any contracts (including 
amendatory, supplementary and super¬ 
seding contracts) with public and non¬ 
profit agencies, entered into under the 
authority of the Act for the financing of 
defense community facilities projects, 
where it is determined that the Govern¬ 
ment’s interests will not thereby be jeop- 
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ardized, and authorize payments under 
any such contracts; 

b. Decrease the amount of any grant 
allotment, provided, however, that no 
major change in project scope is in¬ 
volved ; 

c. Approve changes in project financ¬ 
ing involving increases in the amount 
of financial participation by the appli¬ 
cant; 

d. Take all other actions requisite or 
needed in the administration of the pro¬ 
gram authorized under the Act with 
respect to the financing of defense com¬ 
munity facilities projects, except the 
approval of proposed projects, the allo¬ 
cation of loan and grant funds therefor, 
and any actions which would result in 
an increase in the approved total project 
cost or in allocated loan or grant funds 
respectively, or in a major change in 
project scope; and 

e. Redelegate any of the authority 
herein delegated to such officers and em¬ 
ployees of the Office of the Administrator 
as he may select. 

2. This delegation of authority is not 
Intended to revoke, repeal or supersede 
in any way the delegation, effective May 
1, 1952, to Regional Representatives, of 
authority to take various actions in con¬ 
nection with defense community facili¬ 
ties projects, which was published at 17 
F. R. 4469 (May 15, 1952). 

(Reorg. Plan No. 3 of 1947. 61 Stat. 954; 65 
Stat. 293, 305 (1951). as amended. 42 U. S. C.. 
1946 ed. Sup. V 1591-1592o; E. O. No. 10296. 
16 F. R. 10103-6 (October 4. 1951); 62 Stat. 
1268, 1283-85 (1948), as amended, 12 U. S. C., 
1946 ed. Sup. V 1701c; 63 Stat. 413, 440 
(1949J, 12 U. S. C.. 1946 ed. Sup. V 1701d-l) 

Effective this 29th day of December 
1953. 

Albert M. Cole, 
Housing and Home 
Finance Administrator. 

(F. R. Doc. 53-10753; Filed, Dec. 28, 1953; 
8:47 a. m.J 


Regional Representatives, Region IX 
(Atlanta), Region III (Chicago), and 
Region V (San Francisco) 

delegation of authority to perform 

FUNCTIONS IN CONNECTION WITH DE¬ 
FENSE HOUSING AUTHORIZED UNDER HHFA 
REGULATION CR 2 

1. The Regional Representative of 
Region H (Atlanta), Region III (Chi¬ 
cago), and Region V (San Francisco), 
Office of the Administrator, Housing and 
Home Finance Agency, each is hereby 
authorized in his respective region to 
take any action which it is necessary or 
appropriate for the Housing and Home 
Finance Administrator to take in the 
administration of HHFA Regulation CR 
2, as amended February 27, 1952 (17 
F. R. 1721), or as hereinafter amended, 
with respect to releasing applicants or 
their successors from their obligations 
under CR 2: 

(a) to hold for rent structures con¬ 
taining one-family or two-family dwell¬ 
ing units, and 

(b) to exclusively offer dwelling units 
to eligible defense workers. 
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NOTICES 


2. The Regional Representative of 
such Region II, Region III. and Region 
V. each is hereby further authorized to 
redelegate the authority delegated un¬ 
der the foregoing section numbered I 
to one or more officers or employees un¬ 
der his administrative jurisdiction. 

3. This delegation supersedes the dele¬ 
gation of authority effective August 14. 
1952 (17 F. R 7401). to Special Repre¬ 
sentatives McClellan Ratchford. John 
McCollum, and Lindley R. Durkee or his 
designee, with respect to the adminis¬ 
tration of HHFA Regulation CR 2. which 
delegation is hereby revoked. 

(62 Stat. 1283 (1948), as amended by 64 
Stat. 80 (1950), 12 U. S. C.. 1946 ed. Sup V 
1701 c: 64 Stat. 812-822 (1960), 50 U. S. C. 
App., 1946 ed. Sup V 2131; 65 Stat. 392 (1951), 
42 U. S. C. Sup V 1591: secs. 501. 502 and 902 
E. O. 10161. Sept. 9, 1950, 15 P. R. 6106; para¬ 
graph 3. E. O. 10296. Oct. 2, 1951, 16 F. R. 
10103; HHFA CR 1, March 6, 1951, 16 F. R. 
2231) 

Effective as of the 29th day of De¬ 
cember 1953. 

Albert M. Cole. 

Housing and Home 
Finance Administrator . 

[F. R. Doc. 53-10754; Filed, Dec. 28, 1953: 

8:47 a. m.| 

INTERSTATE COMMERCE 
COMMISSION 

[4th Sec. Application 28771 ] 

Cast Iron Pipe From Lone Star, Texas 
to Points in Texas 

application for relief 

December 23, 1953. 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 (1) of the 
Interstate Commerce Act. 

Filed by: Lee Douglass, Agent, for the 
Kansas City Southern Railway Com¬ 
pany. Louisiana & Arkansas Railway 
Company, and Texas & Northern Rail¬ 
way Company. 

Commodities involved; Cast iron pipe 
and fittings, carloads. 

From: Lone Star. Texas. 

To: Specified points in Texas. 

Grounds for relief: Competition with 
rail carriers, circuitous routes, and to 
meet intrastate rates. 

Schedules field containing proposed 
rates: Lee Douglass, Agent, L C. C. No. 
807, supp. 34. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commis¬ 
sion in writing so to do within 15 days 
from the date of this notice. As pro¬ 
vided by the general rules of practice of 
the Commission, Rule 73, persons other 
than applicants should fairly disclose 
their interest, and the position they in¬ 
tend to take at the hearing with respect 
to the application. Otherwise the Com¬ 
mission. in its discretion, may proceed to 
investigate and determine the matters 
involved in such application without fur¬ 
ther or formal hearing. If because of 
an emergency a grant of temporary re¬ 
lief is found to be necessary before the 
expiration of the 15-day period, a hear¬ 


ing, upon a request filed within that 
period, may be held subsequently. 

By the Commission. 

[seal] George W. Laird, 

Secretary. 

IF. R. Doc. 53-10746: Filed. Dec. 28, 1953; 
6:46 a. m.J 


[4th Sec. Application 28772] 

Woodpulp From Krannert, Ga., to 
Official Territory 

application for relief 

December 23. 1953. 

The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 (1) of the 
Interstate Commerce Act. 

Filed by: R. E. Boyle, Jr.. Agent, for 
carriers parties to schedule listed below. 

Commodities involved: Woodpulp. in 
carloads. 

From: Krannert. Ga. 

To: Points in official and Illinois Terri¬ 
tories. 

Grounds for relief: Rail competition, 
circuity to apply rates constructed on 
the basis of the short line distance for¬ 
mula. and additional origin. 

Schedules filed containing proposed 
rates: C. A. Spaninger, Agent, I. C. C. 
No. 1260, supp. 52. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commis¬ 
sion in writing so to do within 15 days 
from the date of this notice. As pro¬ 
vided by the general rules of practice of 
the Commission, Rule 73, persons other 
than applicants should fairly disclose 
their interest, and the position they in¬ 
tend to take at the hearing with respect 
to the application. Otherwise the Com¬ 
mission, in its discretion, may proceed to 
investigate and determine the matters 
involved in such application without 
further or formal hearing. If because 
of an emergency a grant of temporary 
relief is found to be necessary before the 
expiration of the 15-day period, a hear¬ 
ing. upon a request filed within that 
period, may be held subsequently. 

By the Commission. 

[seal] George W. Laird, 

Secretary. 

[F. R. Doc. 53-10747; Filed, Dec. 28, 1953; 

8:46 a. m.J 


[4th Sec. Application 28775 J 

Whole Corn and Related Articles From 
Iowa and Minnesota to Points in 
Western Trunk-Line Territory 

application for relief 

December 23, 1953. 
The Commission is in receipt of the 
above-entitled and numbered applica¬ 
tion for relief from the long-and-short- 
haul provision of section 4 (1) of the 
Interstate Commerce Act. 

Filed by: W. J. Prueter, Agent, for car¬ 
riers parties to schedule listed below. 

Commodities involved: Whole corn 
and articles taking same rates, car¬ 
loads. 


From: Points in Iowa and Minnesota. 

To: Points in western trunk-line ter¬ 
ritory. 

Grounds for relief: Rail competition, 
circuity. 

Schedules filed containing proposed 
rates: W. J. Prueter, Agent, I. C. C. No. 
A-3306, supp. 94. 

Any interested person desiring the 
Commission to hold a hearing upon such 
application shall request the Commission 
in writing so to do within 15 days from 
the date of this notice. As provided by 
the general rules of practice of the Com¬ 
mission, Rule 73, persons other than 
applicants should fairly disclose their 
Interest, and the position they intend 
to take at the hearing with respect to 
the application. Otherwise the Com¬ 
mission, in its discretion, may proceed 
to investigate and determine the matters 
involved in such application without 
further or formal hearing. If because 
of an emergency a grant of temporary 
relief is found to be necessary before the 
expiration of the 15-day period, a hear¬ 
ing, upon a request filed within that 
period, may be held subsequently. 

By the Commission. 

[seal] George W. Laird, 

Secretary. 

(F. R. Doc. 53-10750; Filed, Doc. 28, 1953; 

8:47 a. m.] 


OFFICE OF DEFENSE 
MOBILIZATION 

[ODM (DPA) Request No. 1—DPAV-2 (d)J 

Plan and Regulations of the Army Ord¬ 
nance Integration Committee on 
Optical Fire Control 

notice of withdrawal of request to 
participate 

The Army Ordnance Integration Com¬ 
mittee on Optical Fire Control formed 
pursuant to section 708 of the Defense 
Production Act of 1950, as amended, has 
been dissolved and accordingly the re¬ 
quest published in 16 F. R. 1965 on March 
3, 1951, to participate in the formation 
and activities of that Committee in ac¬ 
cordance with the Voluntary Plan en¬ 
titled “Plan and Regulations of Ord¬ 
nance Corps Governing Optical Fire 
Control Integration Committee” trans¬ 
mitted and accepted by those companies 
listed in the Federal Register (16 F. R. 
1965, 16 F. R. 3315, 16 F. R. 6806,17 F. R. 
8754), has been withdrawn. 

The immunity from prosecution under 
the Federal antitrust laws and the Fed¬ 
eral Trade Commission Act heretofore 
granted to those companies has been 
likewise withdrawn, except as to those 
acts performed or omitted by reason of 
the request which occurred prior to that 
withdrawal. 

(Sec. 708, 67 Stat. 129, Pub. Law 95. 83d 
Cong., E. O. 10480, August 14, 1953. 18 F. 
4939) 

Dated: December 23, 1953. 

Arthur S. Flemming. 

Director. 

[F. R. Doc. 53-10820; Filed, Dec. 24, 1953; 
12:31 p. m.J 














